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[4210-01-M] 


Title 24—Housing and Urban 
Development 


CHAPTER V—OFFICE OF THE ASSIST- 
ANT SECRETARY FOR COMMUNITY 
PLANNING AND DEVELOPMENT, 
DEPARTMENT OF HOUSING AND 
URBAN DEVELOPMENT 


{Docket No. R-78-514] 


PART 571—CCMMUNITY DEVELOP- 
MENT BLOCK GRANTS FOR INDIAN 
TRIBES AND ALASKA NATIVES 


AGENCY: Office of Community Plan- 
ning and Development, HUD. 


ACTION: Final rule. 


SUMMARY: This amendment applies 
the Community Development Block 
Grant Program to eligible Indian 
Tribes, including Alaska Natives. It is 
necessary because the 1977 amend- 
ments to the Biock Grant Program 
contain special provisions for Indian 
Tribes. These regulations are intended 
to make the Block Grant Program 
flexible and responsive to the special 
needs, cultural traditions and legal cir- 
cumstances of Indian Tribes. 


EFFECTIVE DATE: This rule is ex- 
pected to take effect after 20 calendar 
days of continuous session of Congress 
have elapsed from the date of this 
publication. However, that effective 
date can be further delayed by action 
of Congress pursuant to Section 
7(0)(3) of the Department of Housing 
and Urban Development Act. More 
specific information as to the effective 
date of this rule can be obtained from 
the contact person identified below. 


FOR FURTHER INFORMATION 
CONTACT: 


Donald G. Dodge, Acting Director, 

ffice of Policy Planning, Office of 
Community Planning and Develop- 
ment, (202) 755-5890. 


SUPPLEMENTARY INFORMATION: 
GENERAL 


The 1977 amendments to the Hous- 
ing and Community Development Act 
of 1974, 42 U.S.C. 5301 et sea., estab- 
lished a separate Community Develop- 
ment Block Grant Program for Indian 
Tribes and Alaska Natives (Section 
167(a\(7)). Interim regulations were 
published on March 23, 1978 (FEDERAL 
REGISTER Volume 43, No. 54, Part IV). 
This final rule incorporates the com- 
ments received on the Interim Rule, 
clarifies legal ambiguities, and estab- 
lishes the regional funding allocation 
formula for FY’79. 

Although the interim regulations 
were developed in consultation with 


RULES AND REGULATIONS 


Tribal chairmen and representatives 
prior to drafting the actual language, 
the provisions need further refine- 
ment based on Tribal recommenda- 
tions which time has thus far pre- 
cluded. The unanticipated delays in- 
curred in publishing the interim regu- 
lations considerably foreshortened the 
FY’78 program year. Further, the 
FY’79 program year will be underway 
before these final regulations become 
effective. Therefore, it seems appropri- 
ate to publish the final regulations as 
soon as possible so the FY’79 program 
may begin, and later amend the regu- 
lations during FY’79 when time per- 
mits extensive consultations with 
Tribal participants. Accordingly, fur- 
ther improvements in the Indian Com- 
munity Development Block Grant 
Program will begin as soon as the final 
regulations become effective. These 
final regulations do not make exten- 
sive departures from either the block 
grant entitlement program (Part 570) 
or the interim Indian block grant pro- 
gram requirements. However, Sections 
571.305(d) and 571.405(e) which will 
set forth the Housing Assistance Plan 
application requirements are currently 
reserved. It is the Department’s inten- 
tion to publish these requirements in 
time for full application submissions. 
The following is a description of 
changes made to the interim regula- 
tions published on March 23, 1978. 


DEFINITIONS 


The definition of “Eligible Indian 
Population” affects funding distribu- 
tion directly and rating systems indi- 
rectly. Section 571.3(h), ‘Eligible 
Indian Population’, was revised to 
expand the available sources of data 
beyond that compiled by the Depart- 
ment of the Interior, Bureau of Indian 
Affairs and the Department of the 
Treasury, to other resources such as 
the Census data compiled by the De- 
partment of Commerce, Bureau of the 
Census. The current provision is too 
restrictive given the demonstrations of 
Census data collection currently 
taking place on Indian reservations 
and the forthcoming 1980 Census 
which will provide better Indian popu- 
lation characteristics than in the past. 

The consolidation of Regions I-IV or 
I-V provided in § 571.3(t) was eliminat- 
ed for further’ study. Section 
571.100(a)(4) was similarly eliminated. 


ELIGIBLE APPLICANTS 


A potentially misleading provision in 
the Preamble regarding the applicabil- 
ity of Part 570, which implied that 
Tribes could be eligible applicants 
under Section 106 of the Act, has been 
eliminated. Tribes are only eligible ap- 
plicants under Section 107. 

Alaskan Regional Corporations are 
eligible recipients under the Indian 
Self-Determination and Education As- 


sistance Act. However, the Corpora- 
tions are composed of many of the 
same persons composing their con- 
stituent villages. So, to designate the 
Corporations as eligible applicants 
under Part 571 would result in a 
double-count and, thus, double-fund- 
ing. To avoid double-funding, the final 
regulations provide that Regional Cor- 
porations are eligible applicants when- 
ever one or more of their constituent 
villages does not apply and the Corpo- 
ration obtains a ‘‘Concurring Resolu- 
tion” from the village council autho- 
rizing the Corporation to apply on 
behalf of the village (§571.4(c)). How- 
ever, only the non-profit arms of the 
Regional Corporations are eligible. 
Section 571.101(b) is clarified by elimi- 
nating the reference to all Indians and 
replacing it with Indian Tribes which 
were then and are now eligible recipi- 
ents. 


ALLOCATION OF FUNDS 


Funding allocation provisions in 
§ 571.101 (a) and (b) were raised from 
47%2% to 50%, and §571.101(c) was 
eliminated since the additional 5% of 
funds to Oklahoma applied only to 
FY’78. The § 571.102 sub-regional allo- 
cation for Region VI was similarly 
eliminated. 


ELIGIBLE ACTIVITIES 


Section 571.200(c) was eliminated be- 
cause Model Cities Program activities 
are no longer taking place on any 
Indian Reservations; § 571.201(r), 
Urban Renewal Completion, was also 
eliminated. 


SPECIAL INFORMATION 


A Finding of Inapplicability with re- 
spect to environmental impact has 
been prepared in accordance with 
HUD Handbook 1390.1. Copies of the 
finding are available for inspection 
and copying in the Office of the Rules 
Docket Clerk, HUD, Washington, D.C. 

Accordingly, a new part of Title 24 
of the Code of Federal Regulations, 
Part 571, is adopted to read as follows: 


PART 571—COMMUNITY DEVELOP- 
MENT BLOCK GRANTS FOR INDIAN 
TRIBES AND ALASKA NATIVES 


Subpart A—General Provisions 


Sec. 

571.1 
$71.2 
571.3 


Applicability and scope. 

Program objectives. 

Definitions. 

571.4 Eligible applicants. 

571.5 Consultations with eligible appli 
cants. 

571.6 Waivers. 


Subpart B—Allocation of Funds 


571.100 General policies. 


571.101 Allocation of funds to regional or 
field offices. 
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571.102 
571.103 
571.104 


Subregional allocation procedures. 
Recapture of funds. 
Reallocation of funds. 


Subpart C—Eligible Activities 


571.200 General policies. 

571.201 Basic eligible activities. 

571.202 Eligible rehabilitation and preser- 
vation activities. 

571.203 Eligible economic development ac- 
tivities. 

571.204 Eligible activities by private non- 
profit entities, neighborhood-based non- 
profit organizations, local development 
corporations, or small business invest- 
ment companies. 

571.205 Eligible planning, urban environ- 
mental design, environmental studies 
and administrative costs. 

571.206 Ineligible activities. 


Subpart D—Application Procedures and 
Selection Criteria for Basic Grants 


571.300 General policies. 

571.301 Pre-applications. 

571.302 Threshold factors. 

571.303 Criteria for selection and rating 
process. 

571.304 Letter to proceed and advance of 
funds. 

571.305 Application requirements. 

571.306 HUD review and approval of appli- 
cations. 

571.307 Program amendments. 

571.308 Imminent threats to public health 
and safety. 


Subpart E—Application Procedures and 
Selection Criteria for Comprehensive Grants 


571.400 General policies. 

571.401 Pre-applications. 

571.402 Threshold factors. 

571.403 Criteria for selection and rating 
process. 

571.404 Letter to proceed and advance of 
funds. 

571.405 Application requirements. 

571.406 HUD review and approval of appli- 
cations. 

571.407 Program amendments. 


Subpart F—Grant Administration 


571.500 
571.501 
571.502 


Designation of public agency. 

Grant agreement and conditions. 

Method of payment. 

571.503 Release of funds. 

571.504 Standards for grantee financial 
management systems. 

571.505 Program income. 

571.506 Force account construction. 

571.507 Indian preference requirements. 

571.508 Procurement and contracting 
standards. 

571.509 Bonding and 
ments. 

571.510 Audit. 

571.511 Retention of records. 

571.512 Grant close-out procedures. 


insurance require- 


Subpart G—Other Program Requirements 


571.600 
571.601 
571.602 
571.603 


Nondiscrimination. 

Relocation and acquisition. 

Environment. ‘ 

Labor standards. 

571.604 Architectural Barriers Act of 1968. 

571.605 Activities for which other Federal 
funds must be sought. 

571.606 Hatch Act. 

571.607 National flood insurance program. 
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571.608 Clean Air Act and Federal Water 
Pollution Control Act. 

571.609 Activities conducted by nonprofit 
entities, SBICs, and local development 
corporations [Reserved]. 

571.610 Lead-Based Paint Poisoning Pre- 
vention Act. 

571.611 Property rehabilitation - standards 
CReserved]. 


Subpart H—Program Management 


571.700 General policies. 

571.701 Property management standards. 

571.702 Reports to be submitted by recipi- 
ents. 

571.703 Records to be maintained by recipi- 
ents. 

571.704 Secretarial review of recipient’s 
performance. 

571.705 Performance standards. 

571.706 Corrective and remedial action. 

571.707 Other remedies for non-compli- 
ance. 

AvutHority: Title I, Housing and Commu- 
nity Development Act of 1974 (42 U.S.C. 
5301 et seq.); Title I, Housing and Communi- 
ty Development Act of 1977 (42 U.S.C. 5301 
et seq.); and sec. 7(d), Department of Hous- 
ing and Urban Development Act (42 U.S.C. 
3535(d)). 


Subpart A—General Provisions 


§ 571.1 Applicability and scope. 


The policies and procedures de- 
scribed in this Part apply only to Com- 
munity Development Block Grants to 
eligible Indian Tribes. This Part de- 
fines eligible applicants, tue allocation 
of funds, eligible activities, application 
procedures and_ selection criteria, 
grant administration, other program 
requirements, and program manage- 
ment. These regulations shall be re- 
viewed annually in consultation with 
Indian Tribes and amended where nec- 
essary. 


§ 571.2 Program objectives. 


(a) The primary objective of the 
Indian Community Development 
Block Grant Program is the develop- 
ment of viable Indian communities, in- 
cluding decent housing, a suitable 
living environment and expanding eco- 
nomic opportunities, principally for 
persons of low and moderate income. 
Consistent with this primary objec- 
tive, the Federal assistance provided in 
this Part is for the support of commu- 
nity development activities which are 
directed toward the following specific 
objectives: 

(1) the elimination of blight, the pre- 
vention of blighting influences and 
the deterioration of property and com- 
munity facilities of importance to the 
welfare of the community, principally 
persons of low and moderate income; 

(2) the elimination of conditions 
which are detrimental to health, 
safety, and public welfare, through 
code enforcement, demolition, interim 
rehabilitation assistance, and related 
activities; 
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(3) the conservation and expansion 
of the nation’s housing stock in order 
to provide a decent home and a suit- 
able living environment for all per- 
sons, but principally for those of low 
and moderate income; 

(4) the expansion and improvement 
of the quantity and quality of commu- 
nity services, principally for persons of 
low and moderate income, which are 
essential for sound community devel- 
opment and for the development of 
viable Indian Tribes; 

(5) a more rational utilization of 
land and other natural resources and 
the better arrangement of residential, 
commercial, industrial, recreational, 
and other needed activity centers; 

(6) the restoration and preservation 
of properties of special value for his- 
toric, architectural or esthetic reasons. 

(b) It is also the purpose of this Part 
to further the development of a na- 
tional Indian policy by consolidating a 
number of complex and overlapping 
programs of financial assistance to 
communities of varying sizes and 
needs into a consistent system of Fed- 
eral aid which: 

(1) encourages community develop- 
ment activities consistent with com- 
prehensive local and areawide develop- 
ment planning; and in a coordinated 
and mutually supportive manner; 

(2) furthers achievement of the na- 
tional housing goal of a decent home 
and a suitable living environment for 
every American family; : 

(3) promotes more rational patterns 
of community and economic develop- 
ment for Indian Tribes; 

(4) provides incentives for Indian 
Tribes to improve their capacity in 
planning for and carrying out housing, 
community, and economic develop- 
ment activities; 

(5) allows Indian Tribes to take ad- 
vantage of their physical and cultural 
resources to achieve the objectives of 
self-determination by: 

(i) making this part flexible and re- 
sponsive to the special problems and 
circumstances of Indian Tribes consist- 
ent with responsible management and 
use of Federal funds; 

(ii) adapting activity eligibility re- 
quirements to the special needs of 
Indian Tribes; 

(iii) providing for the maximum par- 
ticipation by eligible applicants in ad- 
vising HUD regarding the develop- 
ment of national and regional policies 
under this Part pursuant to Section 
%(b) of the Indian Self-Determination 
and Education Assistance Act (25 
U.S.C. 450); 

(iv) providing comprehensive, multi- 
year assistance on a demonstration 
basis to selected Tribes. 

(6) It is intended under this part 
that the Federal assistance made 
available not be utilized to reduce the 
amount of local financial support for 
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community development activities 


below the level of such support prior 
to the availability of such assistance. 


§ 571.3 Definitions. 


(a) “Act” means Title I of the Hous- 
ing and Community Development Act 
of 1974 (42 U.S.C. 5301 et seq.). 

(b) “Basic Grant” means a grant 
provided pursuant to the provisions of 
this Part to eligible Indian applicants 
for the purpose of carrying out one or 
more activities set forth in an ap- 
proved Community Development Pro- 
gram. : 

(c) “BIA” means the Bureau of 
Indian Affairs. 

(d) “Chief executive officer’ means 
the elected official or legally-designat- 
ed official who has the prime responsi- 
bility for the conduct of the affairs of 
an Indian Tribe. Examples are the 
chairperson, chief, governor or presi- 
dent of an Indian Tribe. 

(e) “Comprehensive Grant” means a 
grant provided pursuant to the provi- 
sions of this Part to eligible Indian ap- 
plicants for the purpose of carrying 
out a Comprehensive Community De- 
velopment Program comprised of two 
or more activities requiring single or 
multi-year assistance that bear a rela- 
tionship to each other, are carried out 
in a coordinated manner and have a 
substantial beneficial impact in meet- 
ing one or more of the applicant’s 
community development needs. 

(f) “Community Development Pro- 
gram” means the program formulated 
by the applicant in its application to 
HUD as described in Subparts D and E 
of this Part, which: 

(1) includes the activities to be un- 
dertaken to meet its community devel- 
opment needs and objectives identified 
in its summary community develop- 
ment plan, together with the estimat- 
ed costs and general location of such 
activities; 

(2) indicates resources other than 
those provided under this Part which 
are expected to be made available 
toward meeting its identified needs 
and objectives; and 

(3) takes into account appropriate 
environmental factors. 

(g) “Consultation” means any proce- 
dure of oral or written communication 
that provides adequate opportunity 
for eligible Indian applicants to advise 
HUD in formulating national or re- 
gional program policies or procedures 
that relate to Indian Tribes and 
Alaska Natives. 

(h) “Eligible Indian Population” 
means the most accurate and uniform 
population data available from reliable 
sources (e.g., Bureau of the Census, 
Bureau of Indian Affairs, General 
Revenue Sharing) for Indian Tribes 
eligible under the Act (Section 
§71.3(n)). 
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(i) “Extent of housing overcrowd- 
ing’ means the number of housing 
units with 1.01 or more persons per 
room based on data compiled and pub- 
lished by the U.S. Bureau of the 
Census for 1970. 

(j) “Extent of poverty” means the 
number of persons whose incomes are 
below the poverty level based on data 
compiled and published by the United 
States Bureau of the Census for 1970 
and the latest reports of the Office of 
Management and Budget. For the pur- 
poses of this Part, the Secretary has 
determined that it is neither feasible 
nor appropriate to make adjustments 
at this time in the computations of 
“extent of poverty” for regional or 
area variations in income and cost of 
living. 

(k) “HUD” means the Department 
of Housing and Urban Development. 

(1) “Identified service area’ means: 

(i) “a geographic location within 
the jurisdiction of a Tribe (but not the 
entire jurisdiction) designated in com- 
prehensive plans, ordinances or other 
local documents described in the Com- 
munity Development Program as a 
service area; 

(ii) the BIA service area including 
residents of areas outside the geo- 
graphical jurisdiction of the Tribe; 

(iii) the entire area under the juris- 
diction of a Tribe which is under 
10,000 population. 

(m) “Indian-owned firms” means any 
commerical, industrial or other eco- 
nomic enterprise that is at least 51 
percent owned by Indians. 

(n) “Indian regulations” means the 
policies and procedures in this Part 
which apply only to eligible Indian 
Tribal applicants. 

(o) “Indian Tribe” means any Indian 
Tribe, band, group, or nation, includ- 
ing Alaskan Indians, Aleuts, and Eski- 
mos, and any Alaskan Native Village 
of the United States, which is consid- 
ered an eligible recipient under the 
Indian Self-Determination and Educa- 
tion Assistance Act (25 U.S.C. 450) or 
under the State and Local Fiscal As- 
sistance Act of 1972 (31 U.S.C. 1221). 
Eligible recipients under the Indian 
Self-Determination and Education As- 
sistance Act will be determined by the 
Bureau of Indian Affairs. Eligible re- 
cipients under the State and Local 
Fiscal Assistance Act of 1972 will be 
determined by the Department of 
Treasury, Office of Revenue Sharing. 
Data pertaining to such determina- 
tions of eligible recipients should be 
available ninety days prior to the be- 
ginning of each fiscal year. 

(p) “‘Low- and moderate-income fam- 
ilies’ or “lower-income families” 
means families whose incomes do not 
exceed eighty percent (80%) of the 
median family income of their metro- 
politan area, or in the case of families 
residing in nonmetropolitan areas, of 


all nonmetropolitan areas of the State. 
(In determining the income eligibility 
of individual low- and moderate- 
income or lower-income families to re- 
ceive assistance through direct benefit 
activities under the block grant pro- 
gram, applicants may use the applica- 
ble income units published by HUD 
for lower-income housing assistance 
under Section 8 of the United States 
Housing Act of 1937, (42 U.S.C. 
1437(f)). 

(q) ““Low- and moderate-income per- 
sons” or “lower-income persons” 
means members of families whose in- 
comes are within the income limits of 
lower-income families as defined in 
§571.3(p). This term may, where ap- 
propriate, also include unrelated indi- 
viduals, as defined by the U.S. Census 
Bureau, whose incomes do not exceed 
eighty percent (80%) of the median 
income of all unrelated individuals re- 
siding in their metropolitan area, or in 
the case of unrelated individuals resid- 
ing in nonmetropolitan areas, of all 
nonmetropolitan areas of the State. 

(r) “Low-income persons” means 
members of families whose incomes do 
not exceed fifty percent (50%) of the 
median family income of their metro- 
politan area, or in the case of families 
residing in nonmetropolitan areas, of 
all nonmetropolitan areas of the State. 
This may, where appropriate, also in- 
clude unrelated individuals, as defined 
by the U.S. Census Bureau, whose in- 
comes do not exceed fifty percent 
(50%) of the median income of all un- 
related individuals residing in their 
metropolitan area, or in the case of 
unrelated individuals residing in non- 
metropolitan areas, of all nonmetropo- 
litan areas of the State. 

(s) “Metropolitan area” means a 
standard metropolitan statistical area, 
as established by the Office of Man- 
agement and Budget. 

(t) “Regions” means the regional or 
field offices of HUD as they are cur- 
rently defined for Indian Tribes. The 
Secretary may establish special field 
organization alignments as necessary 
for effective management. 

(u) “Secretary” means the Secretary 
of the Department of Housing and 
Urban Development. 

(v) “State” means any State of the 
United States, and instrumentality 
thereof approved by the Governor, 
and the Commonwealth of Puerto 
Rico. 

(w) “Tribal Government.” ‘Tribal 
Governing Body,” ‘Tribal Council” 
means the recognized governing body 
of an Indian Tribe. 

(x) “Tribal Resolution” means the 
formal manner in which the Tribal 
government expresses its legislative 
will in accordance with its organic doc- 
uments. In the absence of such organ- 
ic documents, a written expression 
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adopted pursuant to Tribal practices 
will be acceptable. 


§ 571.4 Eligible applicants. 


(a) The Secretary shall consider eli- 
gible Indian Tribes as single applicants 
regardless of the boundaries of the ju- 
risdictions (counties or States) in 
which the Indian community is locat- 
ed. 

(b) Only Indian Tribes, as defined in 
these regulations under § 571.3(0) may 
apply for funds provided under this 
Part. Eligible applicants may contract 
or otherwise agree with non-eligible 
entities such as States, cities, counties 
or Regional Corporations, as in the 
case of Alaska, to prepare applications 
and help implement assisted activities 
on their behalf. HUD shall make 
grants only to eligible applicants. 

(c) States, cities, or counties may not 
be applicants for funds provided under 
this Part. Alaskan Regional Corpora- 
tions, as defined in the Indian Self-De- 
termination and Education Assistance 
Act (25 USC 450), may be eligible ap- 
plicants on behalf of one or more of 
their constituent villages if they 
obtain a “Concurring Resolution” 
from the village council authorizing 
them to do so. Only the non-profit 
arm of the Regional Corporation may 
become an eligible applicant. 


§ 571.5 Consultations with eligible appli- 
cants. 


(a) HUD will, to the maximum 
extent feasible, afford adequate time 
and opportunity for consultation, as 
defined in this Part to eligible Indian 
applicants prior to initiating major 
changes in program policies or under- 
taking any activities set forth in Para- 
graph (b) of this Section. The consul- 
tation process is advisory in nature, 
and HUD is not bound to accept the 
comments offered as a result of con- 
sultation. 

(b) Consultation with as many eligi- 
ble applicants as possible pursuant to 
paragraph (a) of this section will apply 
to the following actions: 

(1) the consolidation of Indian func- 
tions in certain Regions for purposes 
of providing assistance under this Part 
and the designation of the HUD office 
or offices that will have administrative 
responsibility for the Indian Commu- 
nity Development Block Grant pro- 
gram pursuant to this Part; 

(2) the development of annual rating 
and ranking policies and procedures 
by Regional Offices or by Field Offices 
to whom the Regional Offices have 
delegated authority to administer 
funds provided under this Part. Con- 
sultation regarding the review and 
rating system shall occur no later than 
60 days after the amount of funds to 
be made available that year for the 
annual program are made known, ex- 
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cluding amounts committed to appli- 
cants under Subpart E of this Part; 

(3) the sub-regional allocation of 
funds in Region X; 

(4) the establishment of policies and 
procedures concerning Comprehensive 
Grants by Regional or Field Offices 
with delegated authority to administer 
funds provided under this Part; 

(5) the amount, if any, of funds to be 
set aside for funding planning activi- 
ties pursuant to §§571.100(a)(6) and 
571.303(a)(4). 


§571.6 Waivers. 


The Secretary may waive any re- 
quirement of this Part not required by 
law whenever. it is determined that 
undue hardship will result from apply- 
ing the requirement and would ad- 
versely affect the purposes of the Act. 


Subpart B—Allocation of Funds 


§ 571.100 General policies. 


(a) General. This Section describes 
the types of grants that may be pro- 
vided under this Part, the policies and 
procedures for allocating the Indian 
portion of the Secretary’s Discretion- 
ary Fund to the Regions, with general 
policies for subregional allocation, re- 
capture and reallocation of funds; and 
other policies for funds distribution. 

(1) The Secretary shall establish an 
annual allocation of funds to be made 
available to Regions under this Part 
on a timely basis. 

(2) The Secretary shall establish 
early funding allocations for succeed- 
ing fiscal years to permit applicants to 
participate in the Comprehensive 
Indian Community Development 
Grant Program. All amounts so estab- 
lished shall be subject to appropri- 
ations. 

(3) Region X may suballocate funds 
for Alaska Natives to its Field Office. 

(4) The Secretary will annually 
review and develop procedures for the 
allocation of funds for use in the sub- 
sequent program year. 

(5) Regional or Field Offices may, 
from within the total amount of funds 
allocated to their offices under this 
Part, set aside or otherwise earmark a 
reasonable amount of such funds spe- 
cifically for eligible planning activities 
pursuant to § 571.205 and as provided 
for in § 571.303(c). 

(b) Types of Grants. To achieve 
these purposes and recognizing that 
the needs and capabilities of eligible 
Indian applicants vary widely, two 
general types of grants will be pro- 
vided under this Part: Basic Indian 
Community Development Grants 
(hereinafter referred to as the ‘Basic 
Grant Program”) and Comprehensive 
Single- or Multi-Year Indian Commu- 
nity Development Grants (hereinafter 
referred to as the ‘Comprehensive 
Grant Program’). 
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(1) Basic Indian Community Devel- 
opment Grants. Grants will be made 
to assist one or more single-purpose 
activities that are essentially unrelat- 
ed but meet a variety of basic commu- 
nity development needs of Indian- 
Tribes. A Basic Grant may be provided 
for planning purposes pursuant to 
§ 571.303(c). 

(2) Comprehensive Single- or Multi- 
Year Indian Community Development 
Grants. Grants will be made available 
on a demonstration basis to eligible 
Indian applicants for comprehensive 
single- or multi-year community devel- 
opment programs designed to address 
multiple programs or purposes in a co- 
ordinated manner. Funds may be pro- 
vided in increments of up to three 
years. Commitments for additional 
years’ funding will be made only under 
special circumstances to certain appli- 
cants and will be subject both to the 
availability of funds and the appli- 
cant’s past performance in carrying 
out activities and programs funded 
under the Community Development 
Block Grant Program pursuant to 24 
CFR Part 570 or 24 CFR Part 571. 

(3) Grant amounts under both pro- 
grams shall take into account the pop- 
ulation of the applicant; the needs of 
the applicant as measured’. by 
substandard housing and poverty con- 
ditions; the activities for which funds 
are sought; and the proven ability of 
the applicant to carry out the program 
proposed. 

(4) Unless specifically approved by 
the Secretary, no Region may commit 
more than twenty percent (20%) of its 
available funds to the Comprehensive 
Grant Program in order to ensure that 
adequate funds are available for Basic 
Grant Program applicants. 


§ 571.101 Allocation of funds to regional 
and field offices. 


The following provisions apply to 
the allocation of funds to Regional 
and Field Offices: 

(a) Fifty percent (50%) of funds 
available under this Part shall be allo- 
cated among all regions according to 
the percentage of the total eligible 
Indian population that resides in each 
region. 

(b) Fifty percent (50%) of funds 
available under this Part shall be allo- 
cated to each Region according to the 
ratio of previous Community Develop- 
ment Block Grant funding to and for 
Indian Tribes which were eligible re- 
cipients then and are now eligible re- 
cipients. 


§ 571.102 allocation 


dures. 

Funds allocated pursuant to 
§ 571.101 may be suballocated within 
Regions at their discretion provided 
that such subregional allocations use 
population percentage and previous 


Subregional proce- 
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program participation as their princi- 
pal criteria. 


§ 571.103 Recapture of funds. 


The Secretary, in order to ensure 
maximum utilization of funds, may in- 
clude conditions in the grant agree- 
ment providing that all or part of the 
funds for an approved activity or ac- 
tivities may be recaptured at the dis- 
cretion of the Regional or Field Office 
for any of the following reasons: 

(a) the recipient and the Regional or 
Field Office agree that the approved 
activity is no longer feasible; 

(o) the funding level approved is 
substantially greater than that which 
is needed to carry out the approved ac- 
tivity and there is no other activity 
which is as highly rated for which 
funds could be reprogrammed; 

(c) the recipient has not commenced 
the approved activity within a reason- 
able period of time (a reasonable 
period of time depends upon the 
nature of the project and will be made 
specific in the condition of the grant 
agreement.) 

(d) The performance of the Grantee 
is determined to be grossly inadequate 
when evaluated against the standards 
set forth in Section 571.705 of the reg- 
ulations and HUD has_ exhausted 
other available remedies for non-com- 
pliance. 


§ 571.104 Reallocation of funds. 


The following policies and proce- 
dures apply to the reallocation of 
funds by Regions: 

(a) as a general rule, recaptured 
funds will be reallocated either for ac- 
tivities that were not included in an 
approved grant because of limited 
funds. or to the next highest rated 
project of an unfunded applicant that 
could be undertaken with the amount 
of recaptured funds available; 

(bd) funds allocated to Regions, under 
this Section, that are not used within 
the fiscal year of allocation will 
remain available in those Regions for 
distribution in the next fiscal year, 
provided that the appropriation has 
not lapsed; 

(c) funds suballocated within Re- 
gions as provided for in § 571.102 may 
be recaptured and reallocated by the 
Field Office only after approval of the 
Regional Office. 


Subpart C—Eligible Activities 


§571.200 General policies. 

(a) Policy. The general policy with 
regard to eligible activities is that 
grant assistance may be used only for 
activities which comply with the re- 
quiremenis of this Part. 

(b) Determinations of Eligibility. 
This Subpart sets forth the variety of 
eligible activities that may be under- 
taken with assistance under this Part 
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to meet community development and 
housing needs principally for low- and 
moderate-income persons or for the 
prevention or elimination of slums and 
blight. The listing of certain eligible 
types of activities in this Subpart does 
not by itself, however, render specific 
activities, proposed to be conducted by 
individual applicants, eligible for as- 
sistance under this Part. There are 
other requirements that must also be 
met to qualify a specific activity for 
assistance. An activity may be assisted 
only in those instances where it com- 
plies with all other applicable require- 
ments of this Part and the basic statu- 
tory objectives of the block grant pro- 
gram and applicable state and local 
law. Further, there must be compli- 
ance with an applicable environmental 
review and clearance procedures set 
forth in 24 CFR Part 58. 

(c) Special policies governing facili- 
ties. The following special policies 
apply to: 

(1) facilities containing both eligibie 
and ineligible uses. Where a facility, 
otherwise eligible for assistance under 
the block grant program is to be pro- 
vided as a part of a multiple-use build- 
ing and/or facility that also contains 
otherwise ineligible uses, the portion 
of the costs attributed to the eligible 
facility may be assisted with block 
grant funds where: 

(i) the facility, which is otherwise 
eligible and proposed for assistance, 
will occupy a designated and discrete 
area within the larger facility; and 

(ii) the applicant can determine the 
costs attributable to the facility pro- 
posed for assistance as separate and 
distinct from the overall costs of the 


- multiple-use building and/or facility. 


For example, a senior center, which is 
to occupy space within a building that 
is otherwise used for the conduct of 
general governmental business, may 
be assisted when it exclusively occu- 
pies a separate and designated area 
within the building (i.e., the senior 
center does not “float” to different lo- 
cations within the building that 
happen to be available on a less than 
permanent basis) and the applicant 
can determine the cost associated with 
providing the senior center as distinct 
from those costs associated with all re- 
maining ineligible portions of the 
building. 

(2) facilities located on school prop- 
erty. Any facility eligible for assistance 
pursuant to §571.201(c), which is de- 
signed primarily for a public purpose 
other than education is not considered 
to be a school or educational facility 
where although it is to be located on a 
site controlled by a school district, 
school board or similar body responsi- 
ble for public education, the facility 
will- only be used by any adjacent 
school or educational fecility on an in- 
cidental basis. In order to determine 


whether the facility is to be used on 
an incidental basis, the applicant shall 
at a minimum demonstrate that: 

(i) after school hours and on week- 
ends, the facility shall be available for 
use by the general public to the same 
extent as similar facilities operating 
within the applicant’s jurisdiction; and 

(ii) during school hours, the facility 
is not used for school purposes for 
more than four hours each day. 

(d) Consultant Activities. Applicants 
may employ consultants to provide 
professional assistance in program 
planning, application preparation, and 
professional guidance relating to pro- 
gram execution. The use of consul- 
tants is governed by the following pro- 
visions: 

(1) Program Requirements including 
the requirements of this part, Federal 
Management Circular 74-4, OMB Cir- 
cular A-102, and applicable Federal, 
State, and local laws; 

(2) Written Agreements which shall 
be executed between the parties de- 
tailing the responsibilities, standards, 
and fees; 

(3) Compensation for Consultants. 
Persons employed as consultants or by 
firms providing consultant services 
shall receive no more than a reason- 
able rate of compensation for personal 
services which, on a daily basis, may 
not exceed the maximum daily rate of 
compensation for a GS-18 as estab- 
lished by Federal law; and 

(4) Adjustments resulting from 
audits or monitoring reviews. The 
rates of compensation for personal 
services and payments under lump 
sum contracts may be adjusted where 
audits or monitoring reviews indicate 
that the rates of compensation were 
not reasonable or exceeded the maxi- 
mum daily rate for a GS-18, or the 
actual time required to provide the 
consultant service was significantly 
less than the estimate upon which the 
lump sum amount was based. 


§ 571.201 Basic eligible activities. 


Grant assistance may be used for 
the following activities: 

(a) Acquisition. Acquisition in whole 
or in part by a public agency, by pur- 
chase, lease, donation or otherwise, of 
real property (including air rights, 
water rights, rights-of-way, easements, 
and other interests therein) which is: 

(1) blighted, deteriorated, deteriorat- 
ing, undeveloped or inappropriately 
developed from the standpoint of 
sound community development and 
growth, as determined by the recipient 
pursuant to State and local laws; 

(2) appropriate for rehabilitation or 
conservation activities; 

(3) appropriate for the preservation 
or restoration of historic: sites, the 
beautification of land, the conserva- 
tion of open spaces, natural resources 
and scenic areas, the provision of rec- 
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reational opportunities or the guid- 
ance of community development; 

(4) to be used for the provision of 
public works, facilities and improve- 
ments eligible for assistance under 
this Subpart; or 

(5) to be used for other public pur- 
poses, including the conversion of land 
to other uses where necessary or ap- 
propriate to the community develop- 
ment program. For example, an appli- 
cant may purchase land to be used for 
the development of housing for low- 
and moderate-income persons. 

(b) Disposition. Disposition, through 
sale, lease, donation, or otherwise, of 
any real property acquired with block 
grant funds or its retention for public 
purposes, provided that the proceeds 
from any such disposition shall be pro- 
gram income subject to the require- 
ments set forth in § 571.505. 

(c) Public facilities and improve- 
ments. Acquisition, construction, re- 
construction, rehabilitation, or instal- 
lation of certain publicly owned facili- 
ties and improvements. This may in- 
clude the execution of architectural 
design features, and similar treat- 
ments intended to enhance the esthet- 
ic quality of facilities and improve- 
ments receiving block grant assistance, 
such as decorative pavements, railings, 
sculpture, pools of water and foun- 
tains, and other works of art. Public 
facilities and improvements eligible 
for assistance under this Paragraph in- 
clude: 

(1) Senior Centers, but excluding any 
facility whose primary function is to 
provide residential accommodations or 
care on a 24-hour day basis (such as a 
group home); 

(2) Parks, playgrounds and other rec- 
reational facilities which are designed 
for participation, but not spectator 
facilities such as stadia; 

(3) Centers for the handicapped. The 
term “center for the handicapped” 
means any single or multipurpose fa- 
cility which seeks to assist persons 
with physical, mental, developmental 
and/or emotional impairments. to 
become more functional members of 
the Community by providing pro- 
grams or services which may include, 
but are not limited to recreation, edu- 
cation, health care, social develop- 
ment, independent living, physical or 
vocational rehabilitation; but exclud- 
ing any facility whose primary func- 
tion is to provide residential care on a 
24-hour a day basis (such as a group 
home or halfway house). For example, 
a center designed solely as a sheltered 
workshop would be a single purpose 
center for the handicapped, and a fa- 
cility providing several services for the 
handicapped, including a _ sheltered 
workshop,’ would be a multipurpose 
center for the handicapped, both of 
which are eligible for assistance; 
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(4) Tribal facilities. Such facilities 
may be of either a single purpose or 
multipurpose nature and be designed 
to provide health, social, recreational 
or similar community services primar- 
ily for residents of an identified serv- 
ice area. 

(d) Solid waste disposal facilities, 
which are defined as those physical 
parts of solid waste management sys- 
tems commenseing at and including the 
site or sites at which publicly or pri- 
vately owned collection vehicles dis- 
charge solid wastes, through the point 
of ultimate disposal including neces- 
sary site improvements and conveying 
systems, including appropriate fixed 
and movable equipment, including ve- 
hicular containers used after the first 
stage of disposal at transfer stations, 
but not including the final collections. 

(1) Such facilities or equipment 
must be located in identified service 
areas. 

(2) Equipment and appurtenances 
used in the initial collection of solid 
waste are not included among those 
solid waste disposal facilities eligible 
for assistance under this part. 

(e) Fire protection facilities and 
equipment. Such facilities and equip- 
ment must be located in or serve iden- 
tified service areas. 

(1) Fire protection facilities are de- 
fined as the land and necessary im- 
provements thereto which are neces- 
sary for properly housing and storing 
fire protection equipment and person- 
nel by a fire organization, but not in- 
cluding fire fighting schools and their 
appurtenances. 

(2) Fire protection equipment is de- 
fined as appropriate equipment and 
apparatus, including equipment for 
emergency medical aid, which a fire 
protection organization requires to 
protect property and maintain the 
safety and welfare of the public, from 
the dangers of fire. 

(f) Parking facilities. Such facilities 
must be located in or serve identified 
service areas. 

(g) Public Utilities, other than water 
and sewer, which include: 

(1) facilities necessary for distribu- 
tion or collection of the utility (but 
not production or generation, such as 
electrical generation plants); 

(2) buildings and improvements that 
are an integral part of the utility and 
are of such a nature that the utility 
will not function without them; and 

(3) the placing underground of exist- 
ing or new distribution or collection 
facilities. Further information regard- 
ing the eligibility of assistance to pri- 
vately owned utilities is set forth in 
§ 571.201(v) 

(h) Street improvements. Streets, 
street lights, traffic signals, signs, 
street furniture, trees, bridges, cul- 
verts, causeways, curbs, gutters, 
sidewalks, and other normal appurte- 
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nances to streets and structures facili- 
tating the passage on, or usage of, 
streets, but excluding expressways and 
other limited access ways and their ap- 
purtenances. 

(i) Water and sewer facilities, includ- 
ing storm sewers, except for sewage 
treatment works and_ interceptor 
sewers which are described in 
§571.207(aX(2V). The term “storm 
sewers’? means sewers or other con- 
duits, open or closed, or their appurte- 
nances which collect, transport and 
dispose of storm waters, surface water, 
street wash, other wash and ground 
water or drainage into an existing 
water course, but excluding domestic 
waste water and commercial and in- 
dustrial wastes. 

(j) Foundations and platforms for 
air rights sites. 

(k) Pedestrian malls and walkways. 

(1) Flood and drainage facilities. In 
cases where assistance for such facili- 
ties has been determined to be un- 
available under other Federal laws or 
programs pursuant to the provisions 
of §571.607. The term “flood and 
drainage facilities’ means those un- 
dertakings designed to influence or 
affect the flow in a natural water 
course (such as a river, stream, lake, 
estuary, bay, ocean or intermittent 
stream) and excludes storm sewers. 

(m) Other public facilities and im- 
provements, not listed in this para- 
graph, except those described in 
§§ 571.207(a)(1) and (f), which are nec- 
essary and appropriate to the imple- 
mentation of the applicant’s strategy 
for housing or revitalization of the 
identified service area. 

(1) The applicant shall provide HUD 
with a description of the proposed fa- 
cility or improvement and its relation- 
ship to the applicant’s strategy for 
housing or revitalization of the identi- 
fied service area. 

(2) Among the factors HUD will take 
into account in authorizing assistance 
under this paragraph are: The amount 
of benefit to low- and moderate- 
income persons, the degree of impact 
on the identified needs of the appli- 
cant, and the availability of other Fed- 
eral funds for the activity. 

(n) Clearance activity. Clearance, 
demolition and removal of buildings 
and improvements, including move- 
ment of structures to other sites. Dem- 
olition of HUD-assisted housing units 
may be undertaken only with the 
prior approval of HUD. 

(0) Public services. Provision of 
public services (including labor, sup- 
plies and materials) which are directed 
toward improving Tribal services and 
facilities, including those concerned 
with employment, crime prevention, 
child care, health, drug abuse, educa- 
tion, welfare, or recreational needs, 
and which are directed toward coordi- 
nating public and private development 
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programs. Such services may be pro- 
vided by State or local government, 
quasi-public, private or nonprofit 
agencies including, but not limited to, 
HUD approved counselling agencies 
selected by the applicant for funds 
provided under this Part. In order to 
be eligible for block grant assistance, 
public services must meet each of fol- 
lowing criteria. . 

(1) Public services are to be provided 
for residents in identified service areas 
in which block grant-assisted physical 
development activities are being car- 
ried out in a coordinated manner. 
Such public services may be supported 
with block grant funds during the 
period in which block grant assisted 
physical development activities are 
being carried out in a concentrated 
manner, and may be continued for no 
more than three years after the com- 
pletion of such physical development 
activities. For the purpose of this 
paragraph: 

(i) physical development activities 
include only those described in 
§571.201(a) through (d), (f) through 
(h), (j) and (k), and § 571.202 through 
§ 571.203; 

(ii) the phrase “concentrated 
manner” shall mean that the block 
grant-assisted physical development 
activities are being carried out within 
an area in a coordinated manner to 
serve a common objective or purpose 
pursuant to a locally developed plan or 
strategy in identified service areas 
with a comprehensive, physical devel- 
opment program for the improvement, 
conservation or preservation of the 
identified service area. 

(2) Such services must be directed 
toward meeting the needs of residents 
of such areas. Block grant assistance 
may incidentally be provided for such 
services only for those who are not 
residents of an identified service area. 

(3) A public service must be either (i) 
a new service, or (ii) a quantifiable in- 
crease in the level of a service above 
that which has been provided by or in 
behalf of the applicant from local rev- 
enue sources or State funds received 
by the applicant in the 12 calendar 
-months prior to submission of the 
block grant application. (An exception 
to this requirement with regard to 
State-funded services may be made if 
HUD determines that the decrease in 
the level of a service was the result of 
events not within the control of the 
applicant.) 

(4) Federal assistance in providing or 
securing such public services must 
have been applied for and denied or 
not made available pursuant to the 
provisions of § 571.605. 

(5) Public services must be deter- 
mined by the applicant to be necessary 
or appropriate to support the physical 
development activities to be carried 
out within the identified service areas. 
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For example, the provision of job 
training for area residents working on 
revitalization projects would be appro- 
priate to support a concentration of 
block grant assisted physical devel- 
opment activities being carried out in 
the area. (i) The specific determina- 
tion of support for each proposed 
public service is not required to be in- 
cluded in the application, but the ap- 
plicant must briefly describe the rela- 
tionship of the public service to the 
physical development activities (ii) 
HUD will accept the applicant’s deter- 
mination that a public service is neces- 
sary and appropriate to support the 
physical development activities unless 
there is substantial evidence to the 
contrary, in which case additional in- 
formation or assurances may be re- 
quested from the applicant prior to a 
determination of eligibility. 

(p) Interim assistance. Interim as- 
sistance to alleviate harmful condi- 
tions where immediate public action is 
determined by the applicant to be nec- 
essary. 

(1) The following activities may be 
undertaken as a prelude to more com- 
prehensive treatment in _ identified 
service areas where activities included 
in the Community Development Pro- 
gram are to be carried out in order to 
hold the area from further deteriora- 
tion during the interim period; 

(i) the repair of streets, sidewalks, 
parks, playgrounds, publicly owned 
utilities and public buildings; 

(ii) the improvement of private prop- 
erties to the extent necessary to elimi- 
nate immediate danger to public 
health, safety or welfare; 

(iii) the establishment of temporary 
public playgrounds on vacant land; 
and 

(iv) the execution of special garbage, 
trash, and debris removal, including 
clean up campaigns, but not the regu- 
lar curbside collection of garbage or 
trash in an area. 

(2) The following activities may be 
undertaken to the extent necessary to 
alleviate emergency conditions threat- 
ening the public health and safety in 
areas where the chief executive officer 
of the applicant determines that an 
imminent threat to the public health 
and safety exists requiring immediate 
resolution of emergency conditions; 

(i) the improvement of private prop- 
erties; 

(ii) the repair of streets, sidewalks, 
utilities, and other public facilities and 
improvements; and 

(iii) the removal of trash and debris, 
unsafe structures, clearance of streets 
including snow removal, and other 
similar activities. The chief executive 
officer, or his designee, shall notify 
the appropriate HUD Field Office 
within ‘several days of determining 
that a situation exists which poses an 
imminent threat to the public health 


and safety and that block grant funds 
will be used to alleviate the emergency 
conditions. 

(q) Payment of the non-Federal share 
required in connection with a Federal 
grant-in-aid program undertaken as 
part of the block grant activities: pro- 
vided, that such payment shall be lim- 
ited to activities otherwise eligible 
under this subpart. 

(r) Relocation. Relocation payments 
and assistance for individuals, families, 
businesses, nonprofit organizations, 
and farm operations displaced by ac- 
tivities assisted under this Part. 

(s) Loss of rental income. Payments 
to housing owners for losses of rental 
income incurred in holding for tempo- 
rary periods housing units to be uti- 
lized for the relocation of individuals 
and families displaced by program ac- 
tivities assisted under this Part. 

(t) Removal of architectural bar- 
riers. Special projects directed to the 
removal of material and architectural 
barriers which restrict the mobility 
and accessibility of elderly or handi- 
capped persons to publicly-owned and 
privately-owned buildings, facilities, 
and improvements. Further informa- 
tion regarding the removal of architec- 
tural barriers is available in publica- 
tion: ANSI A117.1-1961 (R. 1971) of 
the American National Standards In- 
stitute, Inc. 

(v) Privately owned utilities. Acqui- 
sition, construction, reconstruction, re- 
habilitation, or installation of distribu- 
tion facilities and lines of privately 
owned utilites where necessary and ap- 
propriate to implement the applicant’s 
strategy for revitalization or housing. 
Activities may include the placing un- 
derground of new or existing distribu- 
tion facilities. 

(1) The applicant shall provide HUD 
with a description of the proposed ac- 
tivity and its relationship to the appli- 
cant’s strategy for neighborhood revi- 
talization or housing. 

(2) Among the factors HUD will take 
into account in authorizing such activ- 
ities are: 

(i) the degree of benefit to low- and 
moderate-income persons; 

(ii) the degree of impact on the iden- 
tified needs of the applicant; and 

(iii) the availability of other Federal 
funds for the activity. 


§ 571.202 Eligible rehabilitation and pres- 
ervation activities. 


Grant assistance may be used for 
the following activities for the reha- 
bilitation of buildings and improve- 
ments: 

(a) Rehabilitation of public residen- 
tial structures. Rehabilitation of pub- 
licly-owned or acquired properties for 
use in the provision of housing includ- 
ing: 


FEDERAL REGISTER, VOL. 43, NO. 242—FRIDAY, DECEMBER 15, 1978 





(1) permanent housing units, both 
single family and multifamily, for 
rental or sale; and 

(2) residential facilities, including 
group homes, halfway houses, and 
emergency shelter. For example a 
group home for the handicapped or a 
temporary shelter for battered women 
man be provided through acquisition 
and rehabilitation of properties for 
,those purposes. 

(b) Public housing modernization. 
Modernization and modernization 
planning of publicly-owned low-income 
housing (excluding, the new construc- 
tion of office facilities for such public 
housing). (Block grant funds may also 
be provided by an applicant to a public 
housing agency to be used for other- 
wise eligible activities, e.g., public serv- 
ices such as security and day care 
meeting the requirements of 
§571.201(0) and planning and policy- 
planning-management activities under 
§ 571.205 related to public housing im- 
provements.) 

(c) Rehabilitation of private proper- 
ties. Block grant assistance may be 
used for the rehabilitation of privately 
owned properties. Assistance may con- 
sist of: 

(1) Acquisition for the purpose of re- 
habilitation. Block grant funds may 
be used to assist private entities, in- 
cluding those organized for profit and 
on a not-for-profit basis to acquire, for 
the purpose of rehabilitation, and re- 
habilitate properties for use or resale 


in the provision of housing which, 
upon completion of rehabilitation, at a 
minimum will meet the Section 8 Ex- 
isting Housing Quality Standards set 
forth in 24 CFR 882.109, including: 

(i) permanent housing units, both 


single family and multifamily, 
rental or sale; and 

(ii) residential facilities, including 
group homes, halfway houses, and 
emergency shelters. 

(2) Rehabilitation financing. Block 
grant funds may be used to finance 
the rehabilitation of privately-owned 
residential, non-residential (excluding 
industrial properties), and mixed use 
properties either within identified 
service areas where activities included 
in the Community Development Pro- 
gram are being carried out or on a spot 
basis throughout the jurisdiction of 
the applicant for low- and moderate- 
income persons. Block grant funds 
may be used directly to finance reha- 
bilitation, including settlement costs, 
through the direct use of block grant 
funds in the provision of assistance 
such as grants, loans, loan guarantees 
and interest supplements, for: 

(i) costs of rehabilitation of proper- 
ties, including, repair directed toward 
cure of an accumulation’ of items of 
deferred maintenance, replacement of 
principal fixtures and components of 
existing structures, and renovation 


for 
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through alteration, additions to, or en- 
hancement of existing structures, 
which may be undertaken singly, or in 
combination; 

(ii) refinancing existing indebtedness 
secured by a property being rehabili- 
tated if such refinancing is necessary 
or appropriate to the execution of a 
Community Development Program; 

(iii) measures to increase the effi- 
cient use of energy in structures 
through such means as installation of 
storm windows and doors, siding, wall 
and attic insulation, and conversion, 
modification or replacement of heat- 
ing and cooling equipment, including 
the use of solar energy equipment; 

(iv) financing of costs associated 
with the connection of residential 
structures to water distribution lines 
or local sewer collection lines; or 

(v) costs of initial homeowner war- 
rantly premiums for rehabilitation 
carried out with block grant assist- 
ance. 

(3) Materials. Block grant funds may 
be used to provide materials, including 
tools, for use in the rehabilitation of 
properties either by the property 
owner or tenant, or where arrange- 
ment have been made for the provi- 
sion of labor, such as through a CETA 
grant. 

(d) Temporary relocation assistance. 
Block grant funds may be used for 
temporary relocation payments and 
assistance to individuals, families, 
businesses, non-profit organizations, 
and farm operations displaced tempo- 
rarily by rehabilitation activities as- 
sisted under this Part. 

(e) Code enforcement. Code enforce- 
ment in identified service areas where 
activities included in the Community 
Development Program are being car- 
ried out, which are deteriorating or de- 
teriorated in which such enforcement 
together with public improvements, 
and services to be provided may be ex- 
pected to arrest the decline of the 
area. 

(f) Historic preservation. Rehabilita- 
tion, preservation, restoration and ac- 
quisition of historic properties, either 
publicly or privately-owned, which are 
those sites or structures that are 
either listed in or eligible to be listed 
in the National Register of Historic 
Places, listed in a State or local Inven- 
tory of Historic Places, or designated 
as a State or local landmark or histor- 
ic district by appropriate law or ordi- 
nance. Publicly-owned historic proper- 
ties may be assisted, including those 
properties which are otherwise ineligi- 
ble for assistance under this Subpart. 
However, eligibility is limited only to 
those costs necessary for rehabilita- 
tion, preservation or restoration of the 
property and not for conversion or ex- 
pansion of the. property for any ineli- 
gible use. For example, a city museum 
serving low- and moderate-income per- 
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sons, and listed in the National Regis- 
ter may be restored, but the addition 
of a new wing on the museum could 
not normally be assisted, unless it 
were otherwise eligible for assistance 
pursuant to § 571.203(b). 


§ 571.203 Eligible economic development 
activities. 


Grant assistance may be provided 
for the following development activi- 
ties which are not otherwise eligible 
for block grant assistance, which are 
directed toward the alleviation of 
physical and economic _ distress, 
through stimulation of private invest- 
ment, community revitalization, and 
expansion of economic opportunities 
for low- and moderate-income persons 
and which are necessary and appropri- 
ate to implement the applicant’s strat- 
egy for economic development. The 
applicant shall provide HUD with a 
description of the activity, and of its 
relationship to the applicant’s strategy 
for economic development. In autho- 
rizing activities, HUD will take into ac- 
count the amount of long-term em- 
ployment to be generated by the activ- 
ity accessible to low- and moderate- 
income persons, the necessity of the 
activity to stimulate private invest- 
ment, the degree of impact on the eco- 
nomic conditions of the applicant, and 
the availability of other Federal funds. 

(a) Acquisition. Acquisition of real 
property for economic development 
purposes. 

(b) Public facilities and improve- 
ments. Acquisition, construction, re- 
construction, rehabilitation, or instal- 
lation of public facilities and improve- 
ments not otherwise eligible for assist- 
ance, except buildings and facilities 
for the general conduct of government 
which are excluded by § 571.207(a)(1). 
For example, in an area with an unem- 
ployment rate in excess of the nation- 
al rate, a manpower training center 
which is designed to prepare for the 
work force low- and moderate-income 
persons who are unemployed may be 
assisted where it is determined by the 
applicant that such a facility is neces- 
sary and appropriate to support its 
economic development strategy. 

(c) Commercial and industrial facili- 
ties. Acquisition, construction, recon- 
struction, rehabilitation, or installa- 
tion of:, 

(1) commercial or industrial build- 
ings and structures, including: (i) pur- 
chase of equipment and fixtures which 
are part of the real estate, but not per- 
sonal property; and (ii) energy conser- 
vation improvements designed to en- 
courage the efficient use of energy re- 


_sources, (including renewable energy 


resources or alternative energy re- 
sources); 

(2) commercial or industrial real 
property improvements, (including 
railroad spurs or similar extensions). 
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§ 571.204 Eligible activities by private 
non-profit entities, Tribal-based non- 
profit organizations, local development 
ccrporations, or small business invest- 
ment companies. 


(a) General. Grant assistance may be 
used by applicants to provide block 
grant funds for activities designed to 
implement the applicant’s strategies 
for economic development and neigh- 
borhood revitalization set forth in this 
section to be carried out by a private 
nonprofit entity, a Tribal-based non- 
profit organization, local development 
corporation, or Small Business Invest- 
ment Company (SBIC). 

(1) Applicant responsibilities. Appli- 
cants are nonetheless responsible for 
insuring that block grant funds are 
utilized by such entities in a manner 
consistent with the requirements of 
this part and other applicable Federal, 
State, or local law. Applicants will also 
be responsible for the carrying out of 
applicable environmental review and 
clearance responsibilities. 

(2) Eligible entities. Entities eligible 
to receive block grant funds under this 
section are: 

(i) a private non-profit entity which 
is any organization, corporation, or as- 
sociation duly organized to promote 
and undertake community develop- 
ment activities on a not-for-profit 
basis; 

(ii) a Tribal-based non-profit organi- 
zation which is an association or cor- 
poration, duly organized to promote 
and undertake community develop- 
ment activities on a not-for-profit 
basis within an identified service area. 
An organization is considered to be 
Tribal-based if the majority of either 
its membership, clientele, or governing 
body are residents of the identified 
service area. 

iii) a Small Business Investment 
Company (SBIC) which is an entity 
organized pursuant to section 301(d) 
of the Small Business Investment Act 
of 1958 (15 U.S.C. 681(d)) including 
those which are profitmaking; and 

(iv) a local development corporation 
which is an entity organized pursuant 
to title VII of the Head Start, Eco- 
nomic Opportunity, and Community 
Partnership Act of 1974 (42 U.S.C. 
298); an entity eligible for assistance 
under section 502 of the Smali Busi- 
ness Investment Act of 1958 (15 U.S.C. 
696); a State development entity eligi- 
ble for assistance under section 501 of 
the Small Business Investment Act of 
1958 (15 U.S.C. 695); or other similar 
entity incorporated pursuant to Feder- 
al, State, or local law. 

(b) Activities eligible under 
§§ 571.201-571.203, and § 571.205 and 
§ 571.206. Grant assistance may be pro- 
vided by an applicant to be utilized by 
private nonprofit entities, Tribal-based 
non-profit organizations, SBIC’s, or 
local development corporations for ac- 
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tivities otherwise eligible for block 
grant assistance pursuant to 
§§ 571.201-571.203, § 571.205, and 
§571.206. Where such entities use 
block grant funds to acquire title to 
facilities, including those described in 
§571.201(c) or §571.203(b), they shall 
be operated so as to be open for use by 
the general public during all normal 
hours of operation. Reasonable fees 
may be charged for the use of facili- 
ties acquired by such entities, but 
charges, such as excessive membership 
fees, which will have the effect of pre- 
cluding low- and moderate-income per- 
sons from using the facilities are not 
permitted. 

(c) Community economic develop- 
ment or revitalization activities. 
Grant assistance may be provided by 
an applicant to be used by Tribal- 
based non-profit organizations, 
SBIC’s, or local development corpora- 
tions, but not private non-profit enti- 
ties as defined in § 571.204(a)(2)(<i) for 
community or economic development 
revitalization activities which are not 
otherwise eligible for assistance under 
this Subpart and which are deter- 
mined by the applicant to be necessary 
or appropriate to the accomplishment 
of its Community Development Pro- 
gram. Such activities may include the 
provision of block grant assistance for 
use by Tribal-based non-profit organi- 
zations, SBIC, or local development 
corporations for: 

(1) assistance through grants, loans, 
guarantees, interest supplements, or 
technical assistance to new or existing 
small businesses, minority businesses, 
and tribal non-profit businesses for: (i) 
working capital or operational funds; 
and (ii) capital for land, structures, 
property improvements, and fixtures; 

(2) capitalization of a SBIC or local 
development corporation required to 
qualify for assistance under other Fed- 
eral programs; 

(3) assistance to minority contrac- 
tors to obtain performance bonding; or 

(4) other activities, excluding those 
described as ineligible for block grant 
assistance in §§571.2G67(a)(1) and (e), 
appropriate for community economic 
development or neighborhood revital- 
ization. Where an applicant proposes 
to fund such entities to undertake ac- 
tivities pursuant to this paragraph, 
the applicant shall: (i) provide HUD 
with a complete description of the pro- 
posed activity; (ii) provide HUD with a 
description of the relationship of the 
proposed activity to the applicant’s 
strategy for neighborhood revitaliza- 
tion or economic development; and 
(iii) receive specific authorization from 
HUD to undertake the activity. 


§ 571.205 Eligible planning and urban en- 
vironmental design costs. 


Grant assistance may be used for 
the following planning, design and en- 
vironmental costs: 

(a) Development of a Comprehensive 
Community Development Plan. For 
the purpose of this section, the term 
“Comprehensive Community Develop- 
ment Plan” means a statement or 
statements (in words, maps, illustra- 
tions, or other methods of communica- 
tion) which identify the present condi- 
tions, needs, and major problems of 
the applicant’s jurisdiction relating to 
the specific objectives of its Communi- 
ty Development Program as set forth 
in §571.2(a) and set forth objectives, 
policies, and standards to guide the de- 
velopment and implementation of 
such Community Development Pro- 
gram. Activities necessary to develop a 
Comprehensive Community Develop- 
ment Plan may include: 

(1) data gathering and studies neces- 
sary for the development of the plan 
or its components, including the pro- 
duction of base mapping and aerial 
photography in coordination with the 
U.S. Geological Survey, and gathering 
information from citizens, but exclud- 
ing the gathering of detailed data and 
preparing of analyses necessary for 
the engineering and design of facilities 
or activities ineligible for block grant 
assistance pursuant to § 571.207; 

(2) development of statements of ob- 
jectives, policies, and standards re- 
garding proposed or _ foreseeable 
changes in the present conditions or 
problems affecting the applicant’s ju- 
risdiction that are to be addressed by 
the Community Development Pro- 
gram, 

(3) development of a 3-year Commu- 
nity Development Plan which identi- 
fies community development, housing, 
economic conditions and needs, dem- 
onstrates a comprehensive strategy for 
meeting those needs and specifies both 
short- and long-term objectives to 
guide the applicant’s community de- 
velopment program; 

(4) related planning and urban envi- 
ronmental design activities including 
the preparation of communitywide 
plans for land use, housing, open 
space, recreation, utilities, historic 
preservation, including surveys of his- 
toric properties, economic develop- 
ment, neighborhood preservation, re- 
moval of architectural barriers to the 
elderly and handicapped, and environ- 
mental assessments; 

(5) collection of detailed data, prepa- 
ration of analyses, engineering, and 
design of facilities eligible for assist- 
ance which can be constructed with 
block grant funds; and 

(6) development of codes, ordin- 
ances, and regulations necessary for 
the implementation of the plan. 
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(b) Development of a policy-plan- 
ning-management capacity so that the 
applicant may: (1) set long-term and 
short-term objectives related to the 
community development and housing 
needs of its jurisdiction; 

(2) devise programs and activities to 
meet these goals and objectives; 

(3) establish an_ environmental 
design administrative capacity to use a 
systematic, interdisciplinary approach 
to the integrated use of natural and 
social sciences and _ environmental 
design arts in planning and decision- 
making; 

(4) evaluate the progress of such 
programs and activities and the extent 
to which the goals and objectives have 
been accomplished; and 

(5) carry out the management, co- 
ordination, and monitoring of the ac- 
tivities and programs that are a part 
of the applicant’s community .develop- 
ment program. 

(c) Comprehensive planning activi- 
ties. In addition to planning activities 
otherwise eligible for assistance under 
this section, assistance may be also 
provided for comprehensive planning 
activities eligible for assistance under 
the section 701 planning assistance 
program pursuant to 24 CFR part 600: 
provided, That such additional plan- 
ning activities are necessary or appro- 
priate to meeting the needs and objec- 
tives of the applicants’ Community 
Development Program. The applicant 
shall submit a description of the activ- 
ities to HUD. Among the factors HUD 
will take into account in authorizing 
activities will be the impact of the ac- 
tivity on the needs and objectives iden- 
tified by the applicant, and the avail- 
ability of other Federal funds. 


§ 571.206 Reasonable administrative costs. 


Payment of reasonable administra- 
tive costs and carrying charges related 
to the planning and execution of com- 
munity development activities fi- 
nanced, in whole or in part, with funds 
provided under this part and housing 
activities covered in the applicant’s 
Housing Assistance Plan (HAP). Costs 
incurred in carrying out the program, 
whether charged to the program on a 
direct or an indirect basis, must be in 
conformance with the requirements of 
Federal Management Circular (FMC) 
74-4, “Cost Principles Applicable to 
Grants and Contracts with State and 
Local Governments”. All items of cost 
listed in Attachment B, Section C of 
that Circular (except Item 6, prear- 
rangement costs, which are eligible 
only to the extent authorized) are al- 
lowable without prior approval to the 
extent they constitute reasonable 
costs and are otherwise eligible under 
this Subpart. 

(a) Eligible program administration 
costs. Reasonable administrative costs 
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and staff expenses include necessary 
expenditures for the following: 

(1) salaries, wages and related costs 
of the applicant’s staff and the staff of 
local public agencies engaged in carry- 
ing out the program; 

(2) travel costs incurred for official 
business in carrying out the program; 

(3) administrative services per- 
formed under third-party contracts or 
agreements, including such services as 
general legal services, accounting serv- 
ices and audit services; 

(4) other costs for goods and services 
required for administration of the pro- 
gram, including such goods and serv- 
ices as rental and maintenance of 
office space, insurance, utilities, office 
supplies and rental or purchase of 
office equipment; 

(5) costs associated with the adminis- 
tration of individual program activi- 
ties; and 

(6) reasonable administrative costs 
relating to the provision of rehabilita- 
tion loans under Section 312 of the 
Housing Act of 1964, as amended, and, 
where appropriate, administration of 
an urban homesteading program pur- 
suant to Section 810 of the Housing 
and Community Development Act of 
1974, as amended, in accordance with 
the Community Development Pro- 
gram or Housing Assistance Plan. 

(b) The provision of information and 
other resources to residents and citi- 
zen organizations participating in the 
planning, implementation or assess- 
ment of activities being carried out 
with block grant funds. This may in- 
clude assistance to Tribal organiza- 
tions in identified service areas con- 
ducting training or other activities de- 
signed to increase the capability of 
low- and moderate-income persons to 
be involved effectively in the develop- 
ment and planning and design of a 
Community Development Program 
consistent with the applicable citizen 
participation requirements set forth in 
this Part. 

(c) Provision of fair housing counsel- 
ing services and other activities de- 
signed to further fair housing and the 
housing objective of promoting great- 
er choice of housing opportunities and 
avoiding undue concentrations of as- 
sisted persons in areas containing a 
high proportion of lower-income per- 
sons. For example, activities may in- 
volve informing Tribal members in- 
cluding the handicapped, of housing 
opportunities in non-reservation resi- 
dential areas and providing informa- 
tion about such areas, and assisting 
Tribal members including the handi- 
capped, through provision of escort 
services to brokers offices in non-reser- 
vation residential areas. 

(d) Provision of assistance to facili- 
tate performance and payment bond- 
ing necessary for contractors carrying 
out activities assisted with block grant 
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funds including, payment of bond pre- 
miums in behalf of contractors. 

(e) Property management. Reason- 
able costs of managing properties ac- 
quired with block grant funds. 

(f) Applications for Federal pro- 
grams, including the block grant pro- 
gram, may be prepared with block 
grant funds where necessary and ap- 
propriate to implement the applicant’s 
comprehensive strategy for communi- 
ty development. 

(g) Activities to facilitate the imple- 
mentation of a housing assistance plan 
for necessary expenses, prior to con- 
struction, in planning and obtaining fi- 
nancing for the new construction or 
substantial rehabilitation of housing 
for lower-income persons. Activities 
may include: 

(1) the costs of conducting prelimi- 
nary surveys and analyses of market 
needs; 

(2) site and utility plans, narrative 
descriptions of the proposed construc- 
tion, preliminary cost estimates, urban 
design documentation and “sketch 
drawings”, but excluding architectur- 
al, engineering and other details ordi- 
narily required for construction pur- 
poses, such as structural, electrical, 
plumbing and mechanical details; 

(3; reasonable costs associated with 
development of applications for mort- 
gage and insured loan commitments, 
including commitment fees, and of ap- 
plications and proposals under the 
Section 8 housing assistance payments 
program pursuant to 24 CFR Parts 
880-883; and 

(4) fees associated with processing 
applications for mortgage and insured 
loan commitments under programs in- 
cluding those administered by HUD, 
Farmers Home Administration 
(FmHA), Federal National Mortgage 
Association (FNMA), and the Govern- 
ment National Mortgage Association 
(GNMA). 

The new construction or direct fi- 
nancing of new construction of hous- 
ing is not eligible for assistance under 
this Part. 

(h) Environmental studies. The rea- 
sonable costs of environmental studies, 
including historic preservation clear- 
ances, necessary to comply with 24 
CFR Part 58, including project specific 
environmental assessments and clear- 
ances for activities eligible for assist- 
ance under this Part. 


§ 571.207 Ineligible activities. 


The following is a list of activities 
which are ineligible for block grant as- 
sistance under most circumstances and 
which serves as a general guide regard- 
ing ineligible activities. There are sev- 
eral authorities set forth in Subpart C 
of this part which would permit activi- 
ties cited in this section to be under- 
taken with block grant funds. When 
an activity used as an example in this 
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section meets the requirements for eli- 
gibility pursuant to Subpart C of this 
Part, such an activity may be assisted 
with block grant funds even though it 
is used as an example of an eligible ac- 
tivity. The list of examples of ineligi- 

le activities is merely illustrative and 
does not constitute a list of all ineligi- 
ble activities: 

(a) Public works, facilities and site 
or other improvements. The general 
rule is that public works, facilities and 
site or other improvements are ineligi- 
ble to be acquired, constructed, recon- 
structed, rehabilitated or installed 
unless they are eligible pursuant to 
§571.201(c) or §571.203(b), or were 
previously eligible under any of the 
programs consolidated by the Act 
(except the Public Facilities Loan Pro- 
gram, the Model Cities Program, and 
as an Urban Renewal local grant-in-aid 
eligible under Section 110(d)(3) of 
Housing Act of 1949). Activities under- 
taken to make facilities and improve- 
ments otherwise ineligible for develop- 
ment with block grant assistance ac- 
cessible to the elderly and handi- 
capped through removal of architec- 
tural barriers, or for the purposes of 
historic preservation pursuant to 
§§ 571.201(u) and 571.202(f), respective- 
ly, are eligible for assistance with 
block grant funds and are not pre- 
cluded by this section. Where acquisi- 
tion of real property includes an exist- 
ing improvement which is to be uti- 
lized in the provision of an ineligible 
public facility, the portion of the ac- 
quisition cost attributable to such im- 
provement, as well as the cost of any 
rehabilitation or conversion undertak- 
en to adapt or make the property suit- 
able for such use, shall be ineligible. 
Examples include the following: 

(1) buildings and facilities for the 
general conduct of government cannot 
be provided with block grant assist- 
ance, such as city halls and other 
headquarters of government where 
the governing body of the recipient 
meets regularly and which are pre- 
dominantly used for municipal pur- 
poses, court houses, police stations and 
other municipal office buildings; 

(2) other facilities and improvement, 
which cannot be provided with block 
grant funds unless they are deter- 
mined by HUD to be necessary and ap- 
propriate to the implementation of an 
applicant's strategy for community de- 
velopment and housing include: 

(i) facilities used for exhibitions, 
spectator events and cultural pur- 
poses, including stadia, sports arenas, 
auditoriums, concert halls, cultural 
and art centers, convention centers 
and exhibition halls, museums, central 
libraries, and similar facilities. For the 
purpose of this paragraph, libraries 
(including central libraries of Tribes 
under 25,000 population where the cri- 
teria set forth in §571.201(c)(4) are 
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satisfied), cultural art and museum 
facilities which meet the requirements 
for Tribal facilities set forth in 
§571.201(c)(4) are considered Tribal 


facilities and are, therefore, eligible - 


for assistance; 

(ii) Schools and educational facilities 
(including elementary, secondary, col- 
lege, and university facilities). For the 
purpose of this paragraph—a Tribal 
facility, senior center or center for the 
handicaped in which classes in practi- 
cal and vocational activities (such as 
first aid, homemaking, crafts, inde- 
pendent living, etc.) are among the 
services provided is not considered as a 
school or educational facility; 

(iii) airports, subways, trolley lines, 
bus or other transit terminals, sta- 
tions, and other transportation facili- 
ties (excluding railroad spurs assisted 
pursuant to § 571.203(c); 

(iv) hospitals, nursing homes and 
other medical facilities. For the pur- 
pose of this paragraph, a Tribal facili- 
ty, senior center, center for the handi- 
capped, which provides general health 
services, is not considered to be a 
medical facility. 

(v) treatment works for sewage or in- 
dustrial wastes of a liquid nature con- 
sisting of the various devices used in 
the treatment of sewage and commer- 
cial and industrial wastes of a liquid 
nature, including the necessary inter- 
ceptor sewers, outfall sewers, actual 
treatment facilities, pumping stations, 
power and other equipment, and their 
appurtenances. The term “interceptor 
sewer” means a line which has as its 
primary purpose the diversion or 
transmission of sewage from a collec- 
tion system to a treatment facility, 
and applies to the following: 

(A) in those situations where raw or 
inadequately treated sewage is being 
discharged from an existing public 
sewer, those sewer lines, whether grav- 
ity or force and any pumping stations 
or other appurtenances thereto which 
are necessary to prevent or eliminate 
the discharge into any waterway of 
raw or inadequately treated sewage 
from an existing point or points of dis- 
charge in a public system are not eligi- 
ble. This includes any necessary pump- 
ing stations, force mains or other ap- 
purtenances thereto; and 

(B) in all other situations, the line or 
lines which divert the flow to the 
treatment facility from the points of 
natural discharge of a collection 
system, were no treatment to be pro- 
vided, including any necessary pump- 
ing stations, force mains or other ap- 
purtenances are not eligible. 

(b) Purchase of equipment. The pur- 
chase of equipment with block grant 
funds is generally ineligible. 

(1) Construction equipment. The 
purchase of construction equipment is 
ineligible, but compensation for the 
use of such equipment through leas- 


ing, depreciation or use allowances 
pursuant to Attachment B of OMB 
Circular A-102 for an otherwise eligi- 
ble activity is an eligible use of block 
grant funds. An exception is the pur- 
chase of construction equipment 
which is used as a part of a solid waste 
disposal facility which is eligible for 
block grant assistance pursuant to 
§ 571.201(d), such as a bulldozer used 
at a sanitary landfill. 

(2) Furnishings and personal proper- 
ty. The purchase of equipment, fix- 
tures, motor vehicles, or furnishings or 
other personalty not an integral struc- 
tural fixture is ineligible, except when 
necessary for use by a recipient or its 
subgrantees in the administration of 
its Community Development Program 
pursuant to § 571.206, or as a part of a 
public service pursuant to § 571.201(o). 

(c) Operating and maintenance ezxz- 
penses. The general rule is that any 
expense associated with operating, 
maintaining or repairing public facili- 
ties and works or any expense associat- 
ed with providing public services not 
assisted with block grant funds is ineli- 
gible for assistance. However, operat- 
ing and maintenance expenses associ- 
ated with providing public services or - 
interim assistance otherwise eligible 
for assistance under this part may be 
assisted. For example, the cost of a 
public service being operated with 
block grant funds in a Tribal facility 
may include reasonable expenses asso- 
ciated with operating the public serv- 
ice within the facility, including costs 
of rent, utilities and maintenance. Ex- 
amples of activities which are not eli- 
gible for block grant assistance are: 

(1) maintenance and repair of 
streets, parks, playgrounds, water and 
sewer facilities, Tribal facilities, senior 
centers, centers for the handicapped, 
parking and similar public facilities. 
Examples of maintenance and repair 
activities for which block grant funds 
may not be used include the filling of 
pot holes in streets, repairing of cracks 
in sidewalks, the mowing of recre- 
ational areas, and the replacement of 
expended street light bulbs. 

(2) payment of salaries for staff, util- 
ity costs and similar expenses neces- 
sary for the operation of public works 
and facilities; and 

(3) expenses associated with provi- 
sion of any public service which is not 
eligible for assistance pursuant to 
§ 571.201(0). 

(d) General government expenses. 
Expenses required to carry out the 
regular responsibilities of the unit of 
general local government are not eligi- 
ble for assistance under this Part. Ex- 
amples include all ordinary general 
government expenditures not related 
to the Community Developmnent Pro- 
gram and not related to activities eligi- 
ble under this Subpart. 
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(e) Political activities. No expendi- 
ture may be made for the use of equip- 
ment or premises for political pur- 
poses, sponsoring or conducting candi- 
dates’ meeting, engaging in voter regis- 
tration activity or voter transportation 
activity or other partisan political ac- 
tivities 

(f) New housing construction. Assist- 
ance may not be used for the construc- 
tion of new permanent residential 
structures or any program to subsidize 
or finance such new construction, 
except as provided under the last 
resort housing provisions set forth in 
24 ‘CFR Part 43, or pursuant to 
§ 571.204(c)(4). For the purpose of this 
paragraph, activities in support of the 
development of low- or moderated- 
income housing in accordance with an 
approved Housing Assistance Plan in- 
cluding clearance site assemblage, pro- 
vision of site and provision of public 
improvements and certain housing 
preconstruction costs. set forth in 
§ 571.206(g), are not considered as pro- 
grams to subsidize or finance new resi- 
dential construction. 

(g) Income payments. The general 
rule is that assistance shall not be 
used for income payments for housing 
or other purpose. Examples of ineligi- 
ble income payments include the fol- 
lowing: Payments for income mainte- 
nance, housing allowances, down pay- 
ments and mortgage subsidies. 


Subpart D—Application Procedures 


and Selection Criteria for Basic 
Grants 


§ 571.300 General policies. 


(a) Preapplications are required for 
assistance provided under this Part. 
Full applications for assistance shall 
be submitted only upon invitation by 
HUD. HUD shall invite full applica- 
tions based upon the rating system 
pursuant to §§571.302 and 561.303 or 
based on imminent threat to health 
and safety pursuant to § 571.308. The 
following provisions apply both to 
preapplications and full applications. 

(b) Data. Applicants may submit 
data that are unpublished and not 
generally available in order to meet 
the requirements of this section if the 
applicant can demonstrate that gener- 
ally available, published data are sub- 
stantially inaccurate or incomplete. 
The applicant must demonstrate to 
the satisfaction of HUD that the data 
submitted meet all of the following re- 
quirements: 

(1) the data provided have been col- 
lected systematically; 

(2) the data are, to the greatest 
extent possible, independently verifi- 
able. 

(3) The data differentiate between 
reservation and BIA service area popu- 
lation. 
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(c) Review of Applications. Preappli- 
cations and full applications for grants 
under this section will be reviewed by 
HUD according to the following: 

(1) the preapplication and full appli- 
cation have been received or are post- 
marked by the date established by the 
Secretary, or as required in an invita- 
tion to submit a full application. 

(2) the preapplication and full appli- 
cation are substantially complete as 
required in this Subpart. 

(3) timing of Review. While the Sec- 
retary is not bound by the statute to 
act on an application within a pre- 
scribed period of time, every effort will 
be made to review all preapplications 
within 45 days and all full applications 
within 75 days of their receipt. 

(d) A-95 Requirements. (1) Indian 
Tribes are not required to comply with 
the provisions of OMB Circular A-95. 
However, they are encouraged to 
submit preapplications and full appli- 
cations to the State and areawide 
clearinghouses for review and com- 
ment. 

(2) Where the Indian tribal govern- 
ment has established a clearinghouse 
pursuant to OMB Circular A-95 and 
such clearinghouse has been duly rec- 
ognized by OMB, any Tribal entity 
submitting a Basic Grant or Compre- 
hensive Grant preapplication or full 
application shall submit it to the 
Tribal clearinghouse in accordance 
with the requirements of OMB Circu- 
lar A-95 and HUD which are applica- 
ble to Indian Tribes. 

(e) Administrative Capacity. For 
purposes of this Part “administrative 
capacity” means that an applicant can 
demonstrate to HUD'’s satisfaction 
that it possesses, or can acquire, the 
managerial, technical, or administra- 
tive staff of capability to carry out the 
activities proposed for assistance 
under this Part in a timely manner. 
HUD will judge an applicant’s admin- 
istrative capacity by such measures as 
the following: 

(1) the number and kind of activities 
of similar magnitude and complexity 
that the applicant has successfully 
completed in the past with funds pro- 
vided under this Part or from other 
Federal, State, or local sources; 

(2) the number and complexity of 
other activities currently being carried 
out by the applicant. If it is deter- 
mined by HUD that such activities will 
have an adverse impact on the appli- 
cant’s ability to carry out the activity 
or activities proposed for funding 
under this Part, the applicant must 
describe how it will acquire the addi- 
tional staff or capability to carry out 
the activities proposed for funding 
under this Part; 

(3) the identification of staff cur- 
rently or potentially in the empty of 
the applicant who have the qualifica- 
tions to carry out the managerial, 


‘58745 


technical, or administrative tasks in- 
volved in carrying out activities 
funded under this Part. 


§ 571.301 Preapplications. 


(a) General. Preapplications are re- 
quired for grants provided under this 
Part in order to provide HUD with suf- 
ficiently detailed project information 
to make accurate judgments and com- 
parisons in determining which appli- 
cants will be invited to submit full ap- 
plications and to save Indian Tribes 
the cost of preparing full applications 
which have no chance of being funded. 

(1) Invitations to submit full applica- 
tions will be made by comparing an ap- 
plicant’s substandard housing and pov- 
erty conditions and activities proposed 
with the criteria for selection and with 
similar conditions and activities of 
other applicants. 

(2) Each HUD Regional or Field 
Office responsible for administering 
programs under this Part shall annu- 
ally establish a review and rating 
system that is based on all threshold 
factors and criteria for selection set 
forth in §571.302 and §571.303 to 
evaluate comparatively the preapplica- 
tions from applicants within its juris- 
diction. Copies of the review and 
rating system may be obtained from 
the appropriate Regional or Field 
Office at that time. 

(3) HUD will establish the deadlines 
for submission of preapplications for 
funds under this Part each fiscal year 
by publication of notice in the FEDERAL 
REGISTER. 

(b) Scope of Preapplication. A preap- 
plication may include any number of 
eligible activities. Preapplications will 
include activities that can be complet- 
ed within a reasonable period of time, 
generally not more than two years. 
The amount of funds applied for, to- 
gether with other resources that may 
be available, should be enough to com- 
plete the proposed activities. While a 
recipient remains eligible to receive 
funds provided under this part in sub- 
sequent years, an applicant should not 
assume that additional funds will be 
available to expand or complete activi- 
ties. However, recipients selected to 
participate in the multi-year Compre- 
hensive Program pursuant to Subpart 
E of this part may assume subsequent 
year’s funding, subject to the availabil- 
ity of funds. 

(c) Submission Requirements. Preap- 
plications shall be submitted on HUD 
forms to the designated HUD Field 
Office and shall consist of the follow- 
ing: 

(1) standard form 424 as prescribed 
by OMB Circular A-102; 

(2) a program narrative statement 
which consists of the following: 

(i) information, including the demo- 
graphic data of the quality described 
above in § 571.300(b), which addresses 
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the criteria for selection described 
below in § 571.303(b), 

(ii) a description of the activities 
proposed, their scope and magnitude, 
their costs (including administrative 
and project planning costs), as precise- 
ly estimated as possible. 

(iii) a brief description of how the 
activities will address the applicant’s 
community development needs, 

(3) for applicants previously funded 
under this Part or Part 570, a narra- 
tive report describing the status of ac- 
tivities previously funded under this 
Part or under Part 570 and, if neces- 
sary, explaining the reasons for lack of 
progress in completing such activities, 

(4) for first time-applicants, a narra- 
tive which includes the information 
required by § 571.302(d), 

(5) a map showing the location of 
proposed activities, if appropriate or 
necessary to describe the activities or 
how they relate to the applicant’s 
community development needs and 
program, and 

(6) assurance, in the form of a Tribal 
Resolution, that adequate citizen par- 
ticipation, as required in this Part 
§ 571.305(e)), has taken place. 


§ 571.302 Threshold factors. 


In order for a preapplication to be 
considered for inclusion in the rating 
process pursuant to §571.303, HUD 
must determine that: 

(a) the applicant is eligible as pro- 
vided in § 571.4; 

(b) the activity or activities are eligi- 
ble for assistance as provided in Sub- 
part C of this part; 

(c) adequate progress has been made 
by applicants previously funded under 
the Community Development Block 
Grant Program pursuant to 24 CFR 
Part 570 or to 24 CFR Part 571 toward 
implementing and completing assisted 
activities, and the applicant demon- 
strates the administrative capacity to 
continue to carry out assisted activi- 
ties. In no event will HUD’s determi- 
nations regarding the administrative 
capacity of a previously funded appli- 
cant be based solely on some minimum 
percentage of achievement for any 
factor. Determination of administra- 
tive capacity for first-time applicants 
will be based on a demonstration of 
the capacity, or definite plans to es- 
tablish the capacity, to carry out the 
proposed program and to control and 
account for the funds requested. The 
submission of a description of the ap- 
plicant’s previous experience in carry- 
ing out activities proposed for assist- 
ance under this Part with other Feder- 
al, State and local funds or the sub- 
mission of a description of the appli- 
cant’s plans to hire or contract for the 
managerial, technical and administra- 
tive capabilities required to carry out 
the proposed activity shall provide the 
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information for the determination to 
be made by HUD; 

(d) the applicant has taken or will 
take steps toward the provision of new 
or better housing for low or moderate 
income members of the Tribe or 
Native Alaskan Village; or has taken 
steps within its control to remove im- 
pediments to the provision of such 
housing. For previously funded appli- 
cants, positive steps must have been 
taken toward meeting the housing 
goals contained in the most recently 
approved Housing Assistance Plan. 


§ 571.303 Criteria for selection and rating 
process. 


(a) General Policies. The following 
policies shall govern all review and 
rating systems. 

(1) all rating systems shall recognize 
in some appropriate manner the needs 
of smaller applicants without ignoring 
the magnitude of the needs of the 
larger applicants. This balance may be 
achieved by a competition in which ap- 
plicants of similar size compete with 
each other; 

(2) all review and rating systems 
must be principally numerical in char- 
acter with points being awarded ac- 
cording to the relative weights of the 
selection factors established in consul- 
tation with applicants; 

(3) all review and rating systems 
shall provide for the wide diversity of 
values among different eligible activi- 
ties in order to insure that the system 
does not result in only one or two 
kinds of projects being funded; 

(4) all rating systems:-shall recognize 
in some appropriate manner the need 
for carrying out planning activities eli- 
gible pursuant to §571.205 so that 
Tribes seeking such assistance shall 
not be penalized. This may be 
achieved by holding a separate compe- 
tition in which applicants compete 
with each other for funds specifically 
set aside for planning activities pursu- 
ant to §571.100(a)(6). Requests for 
planning assistance included in appli- 
cations for comprehensive multi-year 
assistance under Subpart E of this 
Part shall be included in any planning 
competition and be funded out of any 
funds set aside for planning purposes. 

(b) Criteria for Selection. Preapplica- 
tions which meet the threshold re- 
quirements established in § 571.302 
will be rated competitively in accord- 
ance with ratings that take into ac- 
count the following criteria: 

(1) the degree of impact of the pro- 
posed activity on the provision of basic 
community facilities and services. For 
example, a water system for a reserva- 
tion or area that is without water at 
all has a greater impact than improv- 
ing an existing, if deficient, system; 

«2) the relative need of the appli- 
cant. Relative need will be measured 
by the extent of poverty and substan- 


dard housing conditions as represent- 
ed by both the numbers and percent- 
ages of families and individuals living 
under these conditions; 

(3) the importance of the project to 
the provision of more or better hous- 
ing for low- and moderate-income fam- 
ilies and individuals; 

(4) the degree of benefit of the pro- 
posed activity or activities as measured 
by the number and percentage of low- 
and moderate-income families or per- 
sons to be served; 

(5) the degree to which the proposed 
activity or activities, substantially or 
entirely, meets a community develop- 
ment need; 

(6) the degree to which the proposed 
activity will alleviate or remove a seri- 
ous threat to health or safety; 

(7) the priority placed on the pro- 
posed activity by the applicant. Appli- 
cants applying for more than one ac- 
tivity must indicate the relative prior- 
ity of the proposed activities; 

(8) the direct impact of the proposed 
activity or activities on the economic 
development of the applicant’s com- 
munity. Such impact shall be meas- 
ured by factors such as increased job 
opportunities for community resi- 
dents, capital formation and other eco- 
nomic benefits to be derived; 

(9) the extent to which other re- 
sources will either be generated by or 
be used in coordination with the pro- 
posed project as evidenced by a firm 
financial commitment from _ these 
sources. 

(c) Selection Criteria for Planning 
Activities. Regional or Field Offices 
that elect to hold separate competi- 
tions for eligible planning assistance 
with funds provided under 
§ 571.100(a)(6) shall develop planning, 
rating and ranking systems that re- 
flect the following priorities: 

(1) priority consideration will be 
given to planning proposals that di- 
rectly benefit the applicant’s ability to 
provide new or better housing. Such 
planning activities could include, for 
example, topographical mapping to 
identify suitable sites for new housing; 
or development of Tribal housing site 
selection policies and procedures; 

(2) priority consideration will be 
given to planning proposals that have 
the objective of coordinating all fund- 
ing sources that will or can be brought 
to bear on carrying out the applicant’s 
community or economic development 
plan or to develop and implement a 
comprehensive Community Develop- 
ment Plan; 

(3) The relative priority of the fol- 
lowing high priority planning objec- 
tives may be determined by the fund- 
ing office but shall reflect in all cases: 

(i) management and capacity build- 
ing; and 

(ii) development of three-year com- 
munity development plans. 
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(ad) Notification to Applicants. HUD 
will promptly notify preapplicants 
whether or not they are invited to 
submit full applications. 

(1) The notification to applicants 
not invited to submit a full application 
will include the numerical rating of 
the applicant’s preapplication and 
such other information as is appropri- 
ate to fully explain wry a full applica- 
tion is not being invited. 

(2) Invitations to submit full applica- 
tions shall contain the following: 

(i) the final date for submission of 
full applications; 

(ii) a list of the activity or activities 
and the specific amount or amounts 
for which application may be made; 

(iii) if a choice arises among equally 
highly rated activities, the activity or 
activities to be included in the applica- 
tion will be established by the appli- 
cant in writing prior to the submission 
of the full application; 

(iv) the invitation may be for fewer 
projects and less money than the ap- 
plicant requested in its preapplication. 
In determining the amount and the 
project to be invited, the Secretary 
may take into account the level of 
demand, the nature of the activity or 
activities proposed, and the adminis- 
trative capacity of the applicant to 
complete the activities in a timely 
manner; 

(v) the Secretary may invite more 
full applications than she can approve 
in order to have “backup” applications 
available in case other invited applica- 
tions are disapproved or not submit- 
ted; 

(vi) any conditions for acceptance of 
a full application pursuant to Subdivi- 
sion (viii) of this Subparagraph; 

(vii) HUD may require the submis- 
sion of information at the time of full 
application regarding an applicant’s 
plans for administering the block 
grant program in cases when there is 
substantial evidence that an applicant 
might lack the administrative capacity 
to carry out proposed activities; 

(viii) the Secretary may also condi- 
tion an invitation for a full application 
from a previously funded applicant in 
a case where HUD has substantial evi- 
dence of poor past performance as 
measured by adverse financial or man- 


agement audit findings outstanding at © 


the time of the invitation to submit a 
full application. The reason for the 
condition shall be clearly explained 
and the actions necessary for accept- 
ance and review of the full application 
clearly described. 

(e) Performance Reports. Upon com- 
pletion of activities funded under this 
Part or Part 570 or upon submission of 
a subsequent application for funds 
under this Part, whichever is earlier, 
applicants are required to submit a 
performance report as described in 
§ 571.702. 
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§ 571.304 Letter to proceed. 


In response to a request, the Secre- 
tary may allow applicants invited to 
submit a full application to incur costs 
for planning and preparation of a full 
application. Letters to proceed will be 
issued only in cases of demonstrated 
need. Under a letter to proceed, appli- 
cants expend their own funds for 
which they may be reimbursed if the 
application is approved. Only the costs 
of actual application preparation may 
be reimbursed. In no event shall an ap- 
plicant be reimbursed for fees based 
on a percentage of the grant received. 
Costs incurred for preparation of a 
preapplication or prior to the issuance 
of a letter to proceed will not be reim- 
bursed. 


§ 571.305 Application requirements. 


Full applications will be accepted 
only as invited by HUD. Addition or 
substitution of an activity or activities 
different from those invited or pro- 
posed in the preapplication will be ap- 
proved only if the addition or substitu- 
tion will not lower HUD’s rating of the 
preapplication. Full applications shall 
meet the requirements of this section. 

(a) Community Development Plan 
Summary. This part of the application 
will consist of the following: 

(1) General Needs Assessment. The 
application will contain a list and a 
brief description of the applicant’s 
most pressing community development 
needs. Only those needs that the ap- 
plicant plans to address during the 
next three years must be identified 
and described; 

(2) Specific Needs Identification. 
The application will specifically identi- 
fy and describe in detail the nature 
and magnitude of the needs that will 
be addressed during the current fund- 
ing cycle with funds provided under 
this part; 

(3) Strategy. The application should 
contain a description of the appli- 
cant’s strategy for meeting the specific 
needs identified in Subparagraph (2) 
of this Paragraph including resources 
other than those provided for under 
this Part; 

(b) Community Development Pro- 
gram. The application should describe 
in detail the activities for which funds 
are being sought and the anticipated 
results. If other funds, in addition to 
the assistance requested under this 
Part, are to be used to carry out these 
activities, the source of the other 
funds must be identified and evidence 
of firm commitment provided. 

(c). Community Development Budget. 
The application should contain the 
following cost information: 

(1) the total cost of each activity; 

(2) the amount of block grant funds 
to be used for each activity; 
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(3) the amount of block grant funds 
needed for program administration 
and planning for each activity; 

(4) the amount of other funds 
needed to carry out the project and 
the parts of the activities for which 
the other funds will pay. 

(d) Housing Assistance Plan. 
served) 

(e) Certification. An applicant is re- 
quire to certify in a manner prescribed 
by HUD that: 

(1) it possess the legal authority to 
apply for the grant and execute the 
proposed program; 

(2) the Tribal Council has duly au- 
thorized the filing of the application, 
including all understandings and as- 
surances contained in the application 
and has directed and authorized the 
person identified as the official repre- 
sentative of the applicant to act in 
connection with the application and to 
provide such additional information as 
may be required; 

(3) prior to submission of its applica- 
tion, the governing body of the appli- 
cant has: 

(i) prepared and followed a written 
Citizen Participation Plan which pro- 
vides Tribal citizens, especially those 
living in areas where activities are pro- 
posed or on-going, with adequate in- 
formation concerning the amount of 
funds available for proposed communi- 
ty development and housing activities, 
the range of activities that may be as- 
sisted, the most highly rated activities 
under the approved rating system; 
other important program _ require- 
ments and solicited their views and 
participation; 

(ii) has followed traditional Tribal 
means of citizen involvement that 
meet the standards required in 
§ 571.703(b) of this part as well as this 
Subsection or held at least two ade- 
quately . publicized meetings of the 
Tribal Council at a time and location 
convenient to Tribal citizens which 
provided an adequate opportunity to 
articulate needs, express preferences 
about proposed community develop- 
ment and housing activities, assist in 
the selection of priorities, and other- 
wise participate in the development of 
the appliction. (No part of this para- 
graph shall be construed to restrict 
the responsibility and authority of the 
applicant for the development of the 
application and the execution of its 
Basic Grant Program. Accordingly, 
the citizen participation requirements 
of this paragraph do not include con- 
currence by any person or group in- 
volved in citizen participation in 
making final determinations concern- 
ing the findings and contents of the 
application. The sole responsibility 
and authority to make such final de- 
terminations rests exclusively with the 
applicant.); 


(Re- 
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(4) the chief executive officer or 
other official of the applicant ap- 
proved by HUD: 

(i) consents to assume the status of a 
responsible Federal official under the 
National Environmental Policy Act of 
1969 insofar as the provisions of such 
Act apply to the applicant’s proposed 
program pursuant to 24 CFR 571.602; 
and 

(ii) is authorized and consents on 
behalf of the applicant and him/her 
self to accept the jurisdiction of the 
Federal courts for the purpose of en- 
forcement of his/her responsibilities 
as such an official. (Applicants for 
whom HUD has approved a claim of 
incapacity to accept the responsibil- 
ities of the Federal government for 
purposes of complying with the envi- 
ronmental review requirements of 24 
CFR Part 58 purusant to § 571.602 
need not include the provisions of the 
paragraph in their resolutions/certifi- 
cations.); 

(5) the Program has been developed 
principally to benefit low- and moder- 
ate-income persons; 

(6) it will comply with the regula- 
tions of FMC 74-4 and OMB Circular 
A-102 as they apply to applicants 
under this Part; 

(7) it will administer and enforce the 
labor standard requirements pre- 
scribed by these regulations; 

(8) it will comply with the require- 
ments of Title II of Pub. L. 90-284 (25 
U.S.C. 1301) (the Indian Civil Rights 
Act); 

(9) it will comply with the Indian 
preference provisions required in 
§ 571.507 of these regulations; 

(10> it will establish written safe- 
guards to prevent employees from 
using positions funded under this Sec- 
tion for a purpose that is, or gives the 
appearance of being, motivated by pri- 
vate gain for themselves or their close 
family or business associates. Nothing 
in this certification should be con- 
strued as to limit employees from 
benefitting from program activities for 
which they would otherwise be eligi- 
ble; 

(11) it will give HUD and the Comp- 
troller General access to and right to 
examine all books, records, papers or 
documents related to the grant for a 
period of no less than three years 
after project completion. 


§ 571.306 HUD review and approval of ap- 
plications. 

(a) Acceptance of Application. HUD 
will accept applications for review: 

(1) that are received by the date 
specified by the Secretary; 

(2) that are substantially complete 
as required by these regulations unless 
some of the submission requirements 
have been waived; 

(3) that do not request funds in an 
amount greater than the amount in- 
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vited, unless a revised amount is ac- 
ceptable to HUD; 

(4) that satisfy any conditions estab- 
lished at the time of invitation to 
submit a full application. 

(b) Notification to Applicants. The 
Secretary will notify an applicant in 
writing that its application has been 
approved, disapproved, partially ap- 
proved, or conditionally approved. The 
Secretary will inform applicants in 
writing of the specific reasons for par- 
tial or conditional approval or disap- 
proval. 

(c) Disapproval of a Full Applica- 
tion. The Secretary may disapprove a 
full application funded under this sec- 
tion if: 

(1) the applicant has substituted an- 
other activity or activities for which a 
full application was invited and the 
new activity or activities is ineligible 
or would receive a lower rating than 
the project invited after reviewing of 
the preapplication; or 

(2) the applicant has failed to satisfy 
any conditions established in the invi- 
tation to submit a full application; or 

(3) other resources needed to com- 
plete the proposed activity are no 
longer available or will not become 
available within a reasonable period of 
time; or 

(4) the activity can no longer be 
completed within the estimated costs 
or resources available to the applicant; 
or 

(5) there is substantial evidence that 
the applicant lacks the administrative 
capacity to carry out the activity as 
proposed or in a timely manner; or 

(6) funding for the activities and as- 
sistance under this Part is no longer 
needed; or 

(7) the Secretary determines that 
the application does not comply with 
the requirements of this and other ap- 
plicable Sections of this Part or other 
applicable law. 

(d) Applications Not Acted Upon. 
Applications submitted in accordance 
with the provisions of §571.303(d) 
(2)(vii) which HUD is unable to act on 
will be returned to the applicant with 
an explanation of the reasons for this 
action. 

(e) Conditional Approvals. The Sec- 
retary may conditionally approve an 
application for assistance under this 
Section. The total amount of a condi- 
tionally approved full application may 
be awarded to the applicant, but obli- 
gation and expenditure of funds for 
affected activities would be restricted. 
Conditional approvals will be made 
under the following circumstances as 
applicable: 

(1) applicable environmental review 
requirements have not been complet- 
ed. With respect to an applicant for 
whom HUD has approved a claim for 
legal incapacity as described in 24 
CFR Part 58 (the environmental 


. 


review requirements), HUD will invite 
a full application for activity or activi- 
ties included in the applicant’s preap- 
plications that receive ratings high 
enough to be funded. Full applications 
submitted under the circumstances 
cited above will be conditionally ap- 
proved as provided for-in § 571.307(e) 
until HUD completes the actions nec- 
essary to comply with the applicable 
environmental review and clearance 
requirements or 24 CFR Part 58; 

(2) the requirements of § 571.605 re- 
garding provisions of public services 
and flood or drainage facilities have 
not been met; 

(3) there is substantial evidence that 
there has been or will be a lack of 
progress, non-compliance or non-con- 
formance, with these regulations as 
described in § 571.705; or that the ap- 
plicant lacks the administrative capac- 
ity to carry out the proposed activity 
as described in § 571.302(c); or there is 
substantial evidence that the proposed 
activity or activities may become in- 
feasible or impractical to carry out as 
proposed, in which case the applicant 
will be given the opportunity to amend 
its program according to the policies 
established for the recapture of funds 
as provide.’ for under §571.103(a). In 
all cases of conditional approval, the 
actions necessary to remove the condi- 
tion will be specified; 

(4) failure to satisfy the conditions 
may result in reduction of the grant 
amount or recapturing unexpended 
funds pursuant to the provisions of 
§ 571.103. 


§ 571.307 Program amendments. 


(a) Amendments and other changes 
to the Community Development Pro- 
gram, Community Development Plan 
and Housing Assistance Plan require 
citizen participation prior to imple- 
mentation. Formally announced 
Tribal Council meetings and the recer- 
tification requirements of paragraph 
(b) of this section apply only where 
prior HUD approval pursuant to 
§ 571.307(c) is also required. 

(b) At submission of full application: 
HUD will accept for review and possi- 
ble approval full applications that in- 
clude activities different from those 
invited on the basis of a preapplica- 
tion: Provided, That the activities sub- 
mitted would receive an equal or 
higher rating and that the applicant 
certifies again to the citizen participa- 
tion requirements of §571.305(e). — 

(c) After full application approval: 

(1) submission of an amended appli- 
cation and HUD approval of this 
amended application is required prior 
to implementation by a recipient of 
program amendments proposed after 
approval of a full application if: 

(i) new activities are proposed; or 

(ii) there is alteration to the scope 
and location of approved activities or 
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intended beneficiaries resulting in a 
change in costs in excess of ten per- 
cent (10%) of the approved budget; or 

(iii) the cumulative effect of a 
number of smaller changes adds up to 
an amount that exceeds ten percent of 
the approved budget; or funds remain 
after completion of all approved activi- 
ties. 

(2) in cases where new activities are 
proposed or existing activities are al- 
tered so as to require prior HUD ap- 
proval pursuant to Subparagraph (1) 
(ii) or (iii) of this Paragraph, these ac- 
tivities will be rated in accordance 
with the rating system and selection 
criteria in effect at the time of receipt 
of the amendment. The rating of new 
activities shall be equal to or greater 
than the rating of the lowest rated ac- 
tivity approved during the most recent 
funding cycle. 


§ 571.308 Imminent threat to health and 
safety. 


The following criteria apply to re- 
quests for assistance under this sec- 
tion to alleviate an imminent threat to 
health and safety that requires an im- 
mediate solution: 

(a) the Secretary may waive the 
preapplication requirements of 
§ 571.301, and invite a full application 
for funds under this Section in re- 
sponse to a request for assistance to al- 
leviate or remove an imminient threat 
to health or safety that requires an 
immediate solution. The urgency and 
immediacy of the threat shall be inde- 
pendently verified prior to approval of 
a full application. Funds to alleviate 
imminent threats to health and safety 
may only be used to deal with threats 
that are not a recurring nature and 
which represent a unique and unusual 
circumstance; 

(b) funds to alleviate imminent 
threats may be granted only if the ap- 
plicant can demonstrate to the satis- 
faction of HUD that other local or 
Federal sources cannot be made avail- 
able to alleviate the threat; 

(c) prior to inviting full applications 
from other applicants, Regional or 
Field Offices may invite full applica- 
tions to alleviate an imminent threat 
to health and safety: provided, that 
the amount so invited does not exceed 
15 percent of the funds allocated for 
an individual field office. Regional or 
Field Offices may hold up to 15 per- 
cent of the funds allocated under this 
Part for funding imminent threats; 

(d) the only funds to be reserved for 
imminent threats to health or safety 
are those set aside by Regional or 
Field Officies. Once depleted, no fur- 
ther applications may be considered 
during the fiscal year; 

(e) The Secretary may issue the ap- 
plicant a letter to proceed to incur 
costs to alleviate imminent threats: 
provided, that applicable environmen- 
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tal review requirements pursuant to 
§ 571.602 have been met. 


Subpart E—Application Procedures 
and Selection Criteria for Compre- 
hensive Grants 


§ 571.400 General policies. 


(a) Compehensive Indian Communi- 
ty Development Demonstration Pro- 
gram. In order to meet the objectives 
of this section, HUD may accept appli- 
cations for assistance to carry out a 
Comprehensive Community Develop- 
ment Program as described below. 
Indian Tribes will receive this form of 
assistance on a limited, demonstration 
basis. Recipients of comprehensive 
program assistance will be selected by 
HUD according to the threshold re- 
quirements and criteria for selection 
established in this Part. Preapplica- 
tions and full applications are required 
for funding under this Subpart. 

(b) Definition of Comprehensive 
Grant Programs. A Comprehensive 
Grant Program is comprised of those 
community development activities re- 
quiring single- or multi-year assistance 
provided under this Part and shall 
have the following characteristics: 

(1) it shall consist of two or more ac- 
tivities that bear a relationship to 
each other, which either in terms of 
support or necessity are carried out in 
a coordinated manner; and 

(2) the activities which are the com- 
ponents of this program will have a 
substantial beneficial impact in meet- 
ing one or more of the applicant’s 
community development needs. 

(c) Other factors to be considered. (1) 
In determining whether or not a pro- 
gram is comprehensive and eligible for 
funding as such, HUD will take into 
consideration funds from other 
sources which are being used to treat 
similar problems in the same general 
area. 

(2) For purposes of this Section, ad- 
ministration and management are not 
considered activities. Planning can be 
considered a comprehensive program 
activity. 

To the greatest extent feasible, 
Comprehensive Grant Program activi- 
ties shall be concentrated within a de- 
fined geographical area unless the ap- 
plicant can demonstrate to the satis- 
faction of HUD that carrying out 
more widely dispersed activities is the 
only logical means to address the 
problem identified. 

(d) Full applications for comprehen- 
sive programs will be accepted only 
upon the invitation of HUD. 

(e) In order to ensure that adequate 
resources are available to fund Basic 
Grant applications, not more than 
twenty percent (20%) of the funds al- 
located to a Regional or Field Office 
will be used to fund Comprehensive 
Grant Programs in any fiscal year 
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unless otherwise waived by the Secre- 
tary to meet special situations. 

(f) Notwithstanding any of these 
provisions, consideration of an applica- 
tion for a Comprehensive Grant in no 
way commits HUD ultimately to fund- 
ing such a proposal. Final funding de- 
terminations will be based solely on 
the information provided in the appli- 
cations and on the amount of funds 
made available under this part and al- 
located to Regional or Field Offices. 

(g) HUD may approve single- or 
multi-year comprehensive grants for 
fewer activities and less money than 
requested taking into consideration: 

(1) the amount of funds available; 

(2) the nature of the activities pro- 
posed; 

(3) the relative need of the applicant 
and the potential impact of the com- 
prehensive program when compared 
with other applications for compre- 
hensive assistance. 


§ 571.401 Preapplications. 


(a) General. Preapplications are re- 
quired for funding under this Part. 
Applicants applying for Comprehen- 
sive Grants shall submit a preapplica- 
tion that meets the requirements of 
§571.301, together with a letter in- 
forming HUD that the preapplication 
should be considered for inclusion in 
the Comprehensive Grant Program. 

(b) Preapplication for Comprehen- 
sive Grants shall also: 

(1) address each of the threshold 
factors set forth in § 571.402 and the 
criteria for selection set forth in 
§ 571.403; 

(2) explain specifically how the pro- 
posed activities relate to the Compre- 
hensive Plan required under 
§ 571.402(b)(6); 

(3) list activities proposed for assist- 
ance under this Part and their esti- 
mated costs indicating the activities or 
program of activities that have the 
highest local priority in order to allow 
HUD to select among local priorities 
should requests for assistance exceed 
funds available for Comprehensive 
Grants. 


§ 571.402 Threshold factors. 


(a) General. In order for preapplica- 
tions to be considered for comprehen- 
sive program funding, applicants must 
meet the threshold factors set forth in 
this section in addition to those set 
forth in §571.302. Applicants who 
meet all these requirements may, at 
the option of HUD, be invited to 
submit a full application for some or 
all of the activities proposed in a 
preapplication. 

(b) In order to meet the require- 
ments of this section, an applicant 
must: 

(1) have carried out a community de- 
velopment activity previously funded 
under this part or Part 570; 
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(2) have demonstrated adequate ca- 
pacity in carrying out such previously 
funded activities as measured by the 
degree of completion of such approved 
activities in comparison with other re- 
cipients carrying out programs of simi- 
lar complexity and grant size; ; 

(3) have successfully participated in 
a variety of activities funded under 
other Federal programs; 

(4) have currently available staff ex- 
perienced in carrying out community 
development activities and demon- 
strate a commitment that staff of 
equal capacity will remain available 
for the duration of the comprehensive 
grant program; 

(5) have demonstrated substantial 
progress in providing housing assist- 
ance to low- and moderate-income 
families; and 

(6) demonstrate that there is cur- 
rently in effect and under implemen- 
tation an adopted comprehensive com- 
munity or economic development plan 
that forms the basis for the proposed 
activities. 


§ 571.403 Criteria for selection and rating 
process. 


(a) Applicants deemed by HUD to 
meet the threshold factors set forth in 
§§ 571.302 and 571.402 will be rated ac- 
cording to the following criteria in ad- 
dition to the criteria for selection of 
basic program grants set forth in 
§ 571.302. 

(b) The additional criteria applicable 
to this selection and the rating process 
for Comprehensive Grants are the fol- 
lowing: 

(1) the relative magnitude and 
degree of commitment of other local 
and Federal resources as compared 
with similar resources pledged by 
other Comprehensive Grant appli- 
cants; 

(2) the adequacy of performance in 
carrying out activities previously 
funded under this Part or Part 570 
compared with the performance of 
other applicants for Comprehensive 
Grants as measured by the number of 
outstanding adverse audit and moni- 
toring findings; 

(3) the need for comprehensive fund- 
ing compared to other Comprehensive 
Grant applicants measured by such 
factors as numbers of low- and moder- 
ate-income families living in substan- 
dard housing; or opportunities for sub- 
stantial economic or community devel- 
opment impact that could not occur if 
the Comprehensive Grant were not 
approved. 

(c) HUD Review of Preapplications. 
The following procedures govern the 
rating of preapplications for Compre- 
hensive Grants and the inviting of full 
applications; 

(1) preapplications for Comprehen- 
sive Grants will be rated and ranked 
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separately from and prior to all other 
preapplications under this Part; 

(2) HUD will invite full applications 
from the Tribes seeking Comprehen- 
sive Grant assistance that receive the 
highest ratings and best meet the ob- 
jectives of this Subpart; 

(3) preapplications from applicants 
not invited to participate in the Com- 
prehensive Grant Program will auto- 
matically be rated and ranked in ac- 
cordance with the procedures for the 
Basic Grant Program. Such applicants 
will be invited to submit full applica- 
tions for specific project or projects in- 
cluded in their preapplications that re- 
ceive ratings in the competitive range 
under § 571.303; 

(4) activities contained in Compre- 
hensive Grant applications that are 
not included in invitations to submit 
full applications for Comprehensive 
Grants will not be considered for fund- 
ing under the Basic Grant Program. 

(e) Notification to Applicants—(1) 
Applicants Invited to Submit Full Ap- 
plications. HUD shall notify appli- 
cants as to which of the activities pro- 
posed in the preapplication for the 
Comprehensive Grant Program should 
be included in the full application and 
shall specify any conditions being 
placed on the acceptance of a full ap- 
plication pursuant to § 571.306(e). 

(2) Applicants Not Invited to Submit 
Full Applications. HUD shall notify 
applicants that have not been selected 
to participate in the Comprehensive 
Grant Program that their applications 
will not be considered for comprehen- 
sive single or multi-year assistance, 
specify the reasons for rejection, and 
inform such applicants that their ap- 
plications will be considered for fund- 
ing under the Basic Grant Program. 


§ 571.404 Letter to proceed. 


The provisions of § 571.304 apply to 
applications invited under this section. 


§ 571.405 Full application requirements. 


Full applications for Comprehensive 
Grants shall contain the following in a 
format prescribed by HUD: 

(a) Community Development Plan 
Summary. This document shall consist 
of: 

(1) General Needs Assessment. The 
application shall contain a list and a 
brief description of the applicant’s 
most pressing community development 
needs. Only the needs that the appli- 
cant plans to address during the next 
three years must be identified. 

(2) Specific Needs Identification. 
The application should specifically de- 
scribe in detail the nature and magni- 
tude of the needs that will be ad- 
dressed with funds requested under 
this Subpart. 

(3) Community Development Objec- 
tives Identification. The application 
should specifically describe the objec- 


tives for meeting the needs identified 
in Subparagraph (2) of this Para- 
graph. The specific needs and objec- 
tives identified must be based on the 
Comprehensive Plan required pursu- 
ant to § 571.402(b)(6). 

(b) Comprehensive Strategy. Applica- 
tions for assistance under this Subpart 
shall contain a general description of 
the applicant’s comprehensive strat- 
egy for meeting the housing, commu- 
nity, and economic development needs 
identified under paragraph (a) of this 
section, including a description of the 
applicant’s strategy for resource co- 
ordination. Strategy statement shall, 
at a minimum, consist of the follow- 
ing: 

(1) a reference to the general needs 
assessment identifying the major 
needs to be addressed; 

(2) a statement, in quantifiable 
terms where possible, of the objectives 
to be served by activities to be assisted 
under this Subpart; ; 

(3) a description of the types and se- 
quence of actions and programs re- 
quired to achieve the’ objectives, the 
coordination and timing of activities 
funded under this Subpart with other 
local actions and program resources, 
opportunities for project linkages and 
leveraging of other resources; 

(4) a list and description of the activ- 
ities designed to meet those needs or 
objectives, their estimated costs, and 
proposed funding sources. 

(c) Comprehensive Schedule. Appli- 
cants shall include a three-year sched- 
ule outlining ‘generally the sequences 
in which the activities in all elements 
of the strategy will take place. This 
schedule is not intended to be a de- 
tailed implementation schedule but 
rather a brief chart or overall narra- 
tive showing which activities must be 
logically completed before others can 
be initiated. It would be logical, for ex- 
ample, in a comprehensive housing re- 
habilitation program, to install the 
water system and rehabilitate the 
houses’ before paving the roads. 

(d) Annual Activity Summary. The 
application shall list the activities to 
be carried out during the current pro- 
gram year with funds provided under 
this Section. The summary shall con- 
tain: 

(1) the name of the project; 

(2) location and BIA-designated serv- 
ice area, if appropriate; 

(3) number of low- and moderate- 
income families or individuals to be 
served by the activity; 

(4) description of the kind and im- 
plementation sequence of activities 
comprising the project; 

(5) environmental review status; 

(6) cost summary by functional area; 
and 

(7) other funds to be provided. 

(e) Housing Assistance Plan. (Re- 
served.) 
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(f) Certifications. The applications 


shall contain the certification required 
under § 571.305(e). 

(g) Annual Application Require- 
ments. Applicants applying for the 
second or third year of a comprehen- 
sive program need only submit the fol- 
lowing: 

(1) Community Development Pro- 
gram Summary. This shall describe 
the community development activities 
to be carried out with block grant 
funds during the program year. Such 
activities shall be generally consistent 
with the Community ‘Development 
Needs and Conditions Summary sub- 
mitted with the initial application. It 
shall include the following: 

(i) name of project or activity; 

(ii) location and service area; 

(iii) number of low- and moderate- 
income families or individuals who will 
be served by the activity; 

(iv) description of the kind or se- 
quence of activities comprising the 
project; 

(v) environmental review status; 

(vi) cost summary by functional 
area. 

(2) Annual Housing Action Program. 
This shall describe the actions to be 
taken during the program year to 
carry out the Housing Assistance Plan, 
in accordance with § 571.405(e); 

(3) Schedule. Beginning and ending 
dates of all activities to be undertaken 
during the program year shall be indi- 
cated; 

(4) Certifications. The applicant 
shall submit the certifications re- 
quired under §571.305(e) (certify its 
compliance with applicable statutory 
and other requirements in accordance 
with this part). 


§ 571.406 HUD review and approval of ap- 
plications. 


The provisions of § 571.306 regarding 
HUD review and approval of applica- 
tions apply to applications submitted 
pursuant to this Subpart. 


§ 571.407 Program amendments. 


The provisions of § 571.307 regarding 
program amendments apply to grants 
made under this Subpart. 


Subpart F—Grant Administration 


§ 571.500 Designation of public agency. 


One or more Tribal departments or 
authorities may be designated by the 
chief executive officer of an Indian 
Tribe as the operating agency to un- 
dertake activities assisted under this 
Part. The Indian Tribe itself, however, 
shall be the applicant. Designation of 
an operating agency does not relieve 
the Indian Tribe of its responsibility 
in assuring that the program will be 
administered in accordance with all 
HUD requirements, including these 
regulations. 
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§ 571.501 Grant agreement and conditions. 


(a) Upon approval of the application 
submitted for funding, the Secretary 
will authorize the execution of a grant 
agreement. These regulations become 
part of the grant agreement. 

(b) The Secretary may condition 
grant agreements for any of the rea- 
sons set forth in § 571.306(e). 


§ 571.502 Method of payment. 


(a) Advance Payment. Advance pay- 
ments will be made either by Letter of 
Credit (the preferred method) or by 
U.S. Treasury checks to recipients pur- 
suant to the following conditions: 

(1) the recipient has demonstrated 
to the Secretary its willingness and 
ability to establish procedures that 
will ensure that requests for funds will 
be only in amounts necessary to meet 
the recipients’ actual cash disburse- 
ment needs; 

(2) the recipient’s financial manage- 
ment system meets the standards es- 
tablished for grantee financial man- 
agement systems as set forth in 
§ 571.504. 

(b) Reimbursement by Treasury 
Check. Recipients who do not meet the 
above conditions will receive grant 
payments by U.S. Treasury check on a 
reimbursement basis. 


§ 571.503 Release of funds. 


(a) Recipients may spend funds for 
projects requiring environmental 
review pursuant to § 571.602 (Environ- 
mental Review Requirements) only 
after certification to HUD that the re- 
quirements of that Section have been 
met and pursuant to this certification 
HUD has authorized the expenditure 
of funds for those projects. Certifica- 
tion to HUD shall consist of the sub- 
mission to the HUD administering 
office of the form prescribed in 24 
CFR Part 58. 

(b) Recipients may spend funds for 
activities described in §§ 571.2010) and 
571.201(0) only after notification to 
HUD that the _ requirements of 
§ 571.605 (activities for which other 
Federal funds must be sought) have 
been met and, pursuant to this notifi- 
cation, HUD has authorized the recipi- 
ent to spend funds for the affected ac- 
tivities. Notification to HUD shall con- 
sist of a letter from the chief execu- 
tive officer of the Tribe containing the 
information required by § 571.605. 

(c) If recipients receive funds 
through a Letter of Credit, the Letter 
of Credit, at the time of approval of 
the application, shall be in the amount 
of all grant funds approved in the ap- 
plication, including those portions for 
the projects subject to the environ- 
mental review requirements’ of 
§ 571.602 and those projects subject to 
the requirements of §571.605 regard- 
ing activities for which other federal 
funds must be sought. However, the 
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provisions and requirements of these 
two sections must be satisfied and 
HUD must authorize the recipient to 
spend funds for those projects before 
the recipient may draw down and 
expend funds for the affected activi- 
ties. 


§ 571.504 Standards for grantee financial 
management systems. 


Each recipient shall be required to 
maintain a financial management 
system which complies with standards 
for funds control and accounting pre- 
scribed in Attacfment G of OMB Cir- 
“Standards for Grantee 
Financial Management Systems”. 
With the exception that HUD requires 
that accounting reports be accrual- 
based, these standards are the same as 
those set forth under the regulations 
for the Indian Self-Determination and 
Education Assistance Act (25 U.S.C. 
450) found at 25 CFR 276.7. 


§ 571.505 Program income. 


(a) Indian Tribes shall be required to 
return to the Federal Government in- 
terest (except for interest described in 
paragraph (c) of this section) earned 
on grant funds pending their disburse- 
ment for program purposes in accord- 
ance with Attachment E of OMB Cir- 
cular A-102. It is important to note 
that this differs from the provisions of 
the regulations for the Indian Self-De- 
termination and Education Assistance 
Act (25 U.S.C. 450) found at 25 CFR 
276.6 (Program Income) under which 
Act such remittance is not required. 

(b) Proceeds from the sale of person- 
al property shall be handled in accord- 
ance with Attachment N of OMB Cir- 
cular A-102, “Property Management 
Standards”. 

(c) All other program income earned 
during any period under which the re- 
cipient is assisted under this Part shall 
be retained by the recipient and shall 
be used for activities with respect to 
which the unconditional obligation 
and utilization of funds made available 
under this Part have been approved. 
Included in the category of other pro- 
gram income are proceeds from the 
disposition of real property, payments 
of principal and interest on rehabilita- 
tion loans and interest earned on re- 
volving funds. Receipts derived from 
the operation of a public work or fa- 
cility, the construction of which was 
assisted under this Part (e.g., admis- 
sion fees paid by persons using recre- 
ational facilities constructed with 
grant funds, and service fees paid by 
households using a water facility con- 
structed with grant funds) do not con- 
stitute program income. 

(d) Recipients shall record the re- 
ceipt and expenditure of revenues re- 
lated to the program (such as taxes, 
special assessments, levies, fines, etc.) 
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as a part of the grant program trans- 
actions. 

(e) The disposition of program 
income received subsequent to the clo- 
seout of a grant shall be governed by 
the provisions of § 571.512(c). 


§ 571.506 Force account construction. 


(a) The utilization of Tribal work 
forces for construction or renovation 
activities performed as part of the ac- 
tivities funded under this Part shall be 
approved by HUD prior to the start of 
project implementation. 

(b) In its request for an approval of 
force account construction or renova- 
tion a grantee shall provide the follow- 
ing: 

(1) documentation to indicate that it 
has carried out or can carry out suc- 
cessfully a project of this size or mag- 
nitude; 

(2) documentation to indicate that it 
has obtained or can obtain adequate 
supervision for the workers to be uti- 
lized; 

(3) information showing that the 
workers to be utilized are listed on the 
Tribal payroll and are employed di- 
rectly by an arm, department or other 
governmental instrumentality of the 
Tribe. 

(c) Any and all excess funds derived 
from the force account construction or 
renovation activities shall accrue to 
the grantee and may be repro- 
grammed for other activities eligible 
under this Part. 

(d) Insurance coverage for force ac- 
count workers and activities shall, 
where applicable, include workman’s 
compensation, public liability, proper- 
ty damage, builder’s risk and vehicular 
liability. 

(e) The grantee shall specify and 
apply reasonable construction or ren- 
ovation standards to work performed 
under the force account. 

(f) The contracting and procurement 
standards set forth in § 571.508 do not 
apply to activities undertaken by force 
account, with the exception of materi- 
al equipment and supply procure- 
ments for which those standards shall 
apply. 


§ 571.507 Indian preference requirements. 


(a) Activities funded under this Part 
are subject to the following Indian 
preferences requirements: 

(1) preference and opportunities for 
training and employment in connec- 
tion with the administration of these 
activities shall be given to Indians and 
Alaska Natives; 

(2) all prospective contractors shall 
be required to submit, as part of their 
bid submissions, a plan for the maxi- 
mum utilization of Indian and Alaska 
Native workers; 

(3) preference in the award of con- 
tracts and subcontracts in connection 
with the administration of these activ- 
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ities shall be given to Indians and 
Alaskan Native organizations and eco- 
nomic enterprises. The grantee shall 
give preference to an Indian or Alaska 
Native-owned firm so long as the bid 
by this firm does not exceed the 
lowest bid submitted by more than 10 
percent. All preferences shall be pub- 
licly announced in the bid announce- 
ments. Any contractor claiming Indian 
preference shall provide evidence, as 
required by the grantee to support its 
claim. 


§ 571.508 Procurement 
standards. 


The standards contained in this Sec- 
tion are identical to OMB procure- 
ment and _ contracting standards 
except for two additions: the Indian 
preference requirements and the Sec- 
retarial waiver of Davis-Bacon require- 
ments. The standards do not relieve 
the grantee of the contractual respon- 
sibilities arising from its contracts. 
The grantee is the responsible author- 
ity, without recourse to HUD, regard- 
ing the settlement of all contractual 
and administrative issues arising from 
the procurements entered into in sup- 
port of a grant. This includes, but is 
not limited to, disputes, claims, pro- 
tests of award, source evaluation, or 
other matters of a contractual nature. 
Matters concerning violation of law 
are to be referred to such Tribal, Fed- 
eral, or other authority as may have 
proper jurisdiction. Grantees may use 
their own procurement regulations 
provided that procurements made 
with HUD grant funds adhere to the 
standards set forth as follows: 

(a) the grantee shall maintain a code 
or standard of conduct which shail 
govern the performance of its officers, 
employees, or agents in contracting 
with and expending HUD grant funds. 
The Grantee’s officers, employees, or 
agents shall neither solicit nor accept 
gratuities, favors or anything of mone- 
tary value from contractors. To the 
extent permissible by law, rules or reg- 
ulations, such standards shall provide 
for penalties, sanctions, or other disci- 
plinary actions to be applied for viola- 
tions of such standards by either the 
Brantee’s officers, employees or agents 
or by contractors or their agents; 

(b) all procurement transactions re- 
gardless of whether negotiated or ad- 
vertised and without regard to dollar 
value shall be conducted in a manner 
so as to provide maximum open and 
free competition. The grantee should 
be alert to organizational conflicts of 
interest or noncompetitive practices 
among contractors which may restrict 
or eliminate competition or otherwise 
restrain trade; 

(c) the grantee shall establish pro- 
curement procedures which provide 
for, as a minimum, the following re- 
quirements: 


and contracting 


(1) proposed procurement actions 
shall be reviewed by grantee officials 
to avoid purchasing unnecessary or 
duplicative items. Where appropriate, 
an analysis shall be made of lease and 
purchase alternatives to determine 
which would be the most economical, 
practical procurement; 

(2) invitations for bids or requests 
for proposals shall be based upon clear 
and accurate descriptions of the tech- 
nical requirements for the materials, 
products, or services to be procured. 
Such descriptions shall not, in eompet- 
itive procurements, contain features 
which unduly restrict competition. 
“Brand name or equal” description 
may be used as a means to define the 
performance or other salient require- 
ments of a procurement, and when so 
used the specific features of the 
named brand which must be met by 
offerors should be clearly specified; 

(3) positive efforts shall be made by 
the grantee to utilize small business 
and minority business sources of sup- 
plies and services. Such efforts should 
allow these sources the maximum fea- 
sible opportunity to compete for con- 
tracts to be performed utilizing Feder- 
al grant funds; 

(4) the type of procuring instru- 
ments used (i.e., fixed price contracts, 
cost reimbursable contracts, etc.) shall 
be appropriate for the particular pro- 
curement and for promoting the best 
interests of the grant program in- 
volved. The “cost-plus-a-percentage-of- 
cost” method of contracting shall not 
be used. Formal advertising, with ade- 
quate purchase description, sealed 
bids, and public openings shall be the 
required method of procurement 
unless negotiation pursuant to the 
provisions of the following Paragraph 
is necessary to accomplish sound pro- 
curement. However, procurements of 
$10,000 or less need not be advertised 
unless otherwise required by local law 
or regulations. Where such advertised 
bids are obtained, the awards shall be 
made to the responsible bidder whose 
bid is responsive to the invitation and 
is most advantageous to the grantee, 
‘price, Indian preference, and other 
factors considered. (Factors such as 
discounts, transportation costs, and 
taxes may be considered in determin- 
ing the lowest bid). Invitations for bids 
shall clearly set forth all requirements 
which che bidder must fulfill in order 
for his bid to be evaluated by the 
grantee. Any or all bids may be reject- 
ed when it is in the grantee’s interest 
to do so, and such rejections are in ac- 
cordance with applicable laws, rules 
and regulations. Procurements may be 
negotiated if it is impracticable and in- 
feasible to use formal advertising. 
Generally procurements may be nego- 
tiated by the grantee if: 
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(i) the public exigency will not 
permit the delay incident to advertis- 
ing; 

(ii) the material or service to be pro- 
cured is available from only one 
person or firm (all contemplated sole 
source procurements where the aggre- 
gate expenditure is expected to exceed 
$5,000 shall be referred to HUD for 
prior approval); 

(iii) the aggregate amount involved 
does not exceed $10,000; 

(iv) the contract is for personal or 
professional services, or for any service 
to be rendered by a university, college, 
or other educational institution; 

(v) the material or services are to be 
procured and used outside the limits 
of the United States and its posses- 
sions; 

(vi) no acceptable bids have been re- 
ceived after formal advertising; 

(vii) the purchases are for highly 
perishable material or medical sup- 
plies, for material or services where 
the prices are established by law, for 
technical items or equipment requir- 
ing standardization and interchange- 
ability of parts with existing equip- 
ment, for experimental, developmental 
or research work for supplies pur- 
chased for authorized resale and for 
technical or specialized supplies re- 
quiring substantial initial investment 
for manufacture; 

(viii) otherwise authorized by law, 
rules or regulations. Notwithstanding 
the existence of circumstances justify- 
ing negotiation, competition shall be 
obtained to the maximum extent prac- 
ticable. 

(d) Contracts shall be made only 
with responsible contractors who pos- 
sess the potential ability to perform 


successfully under the terms’and con- ~ 


ditions of a proposed procurement. 
Consideration shall be given to such 
matters as contractor integrity, record 
of past performance, financial and 
technical resources, or accessibility to 
other necessary resources. 

(1) Procurement records or files for 
purchase in amounts in excess of 
$10,000 shall provide at least the fol- 
lowing pertinent information: justifi- 
cation for the use of negotiation in 
lieu of advertising, contractor selec- 
tion, and the basis for the cost or price 
negotiated. 

(2) A system for contract administra- 
tion shall be maintained to assure con- 
tractor conformance with terms, con- 
ditions, and specifications of the con- 
tract or order, and to assure adequate 
and timely follow-up of all purchases. 

(e) The grantee shall include, in ad- 
dition to provisions to define a sound 
and complete agreement, the following 
provisions in all contracts and sub- 
grants: 

(1) contracts shall contain such con- 
tractual provisions or conditions which 
will allow for administrative, contrac- 
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tual, or legal remedies in instances 
where contractors violate or breach 
contract terms, and provide for such 
remedial actions as appropriate; 

(2) all contracts in excess of $10,000 
shall contain suitable provisions for 
termination by the grantee including 
the manner by which they will be ef- 
fected and the basis for settlement. In 
addition, such contracts shall describe 
conditions under which the contracts 
may be terminated because of circum- 
stances beyond the control of the con- 
tractors; 

(3) in all contracts for construction 
of facility improvements awarded in 
excess of $10,000, grantees shall ob- 
serve the bonding requirements set 
forth in these_ regulations in 
§ 571.509(j)(11); 

(4) all construction contracts award- 
ed by recipients and their contractors 
or subgrantees having a value of more 
than $10,000 shall contain a provision 
requiring compliance with Executive 
Order No. 11246, entitled ‘““Equal Em- 
ployment Opportunity”, as amended 
by Executive Order No. 11375 and sup- 
plemented in Department of Labor 
Regulations (41 CFR Part 60). Howev- 
er, this Equal Opportunity provision 
shall apply only to the extent that it is 
not inconsistent with the Indian Pref- 
erence requirements set forth in 
§ 571.507. 

(5) all contracts and subgrants shall 
contain provisions for compliance with 
the Copeland ‘“Anti-Kick-Back” Act 
(18 U.S.C. 874) as supplemented in De- 
partment of Labor Regulations (29 
CFR Part 3). This Act provides that 
each contractor or subgrantee shall be 
prohibited from inducing, by any 
means, any person employed in the 
construction; completion, or repair of 
public works, to give up any part of 
the compensation to which he is oth- 
erwise entitled. The grantee shall 
report all suspected or reported viola- 
tions to the grantor agency; 

(6) unless waived by the Secretary, 
as provided in §571.603(b) of these 
regulations, all construction contracts 
awarded by grantees and subgrantees 
in excess of $2,000 shall include a pro- 
vision for compliance with the Davis- 
Bacon Act (40 U.S.C. 276a to a-7) as 
supplemented by Department of Labor 
regulations (20 CFR Part 5). Contrac- 
tors shall be required to pay wages to 
laborers and mechanics at a rate not 
less than the minimum wages specified 
in a wage determination made by the 
Secretary of Labor. In addition, con- 
tractors shall be required to pay wages 
not less often than once a week. The 
grantee shall place a copy of the cur- 
rent. prevailing wage determination 
issued by the Department of Labor in 
each solicitation and the award of a 
contract shall be conditioned upon the 
acceptance of the wage determination. 
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The grantee shall report all suspected 
or reported violations to HUD. 

(f) Where applicable, all contracts 
awarded by grantees and subgrantees 
in excess of $2,000 for construction 
contracts and in excess of $2,500 for 
other contracts which involve the em- 
ployment of mechanics or laborers 
shall include a provision for compli- 
ance with sections 103 and 107 of the 


- Contract Work Hours and Safety 


Standards Act (40 U.S.C. 327-330) as 
supplemented by Department of Labor 
regulations (29 CFR Part 5). Under 
section 103 of the Contract Work 
Hours and Safety Standards Act, each 
contractor is required to compute the 
wages of every mechanic and laborer 
on the basis of a standard work day of 
8 hours and a standard work week of 
40 hours. Work in excess of the stand- 
ard work day or work week is permissi- 
ble: Provided, that the worker is com- 
pensated at a rate of no less than 1% 
times the basic rate for pay for all 
hours worked in excess of 8 hours in 
any calandar day or 40 hours in a work 
week. Section 107 of the Contract 
Work Hours and Safety Standards Act 
is applicable to construction work and 
provides that no laborer or mechanic 
shall be required to work in surround- 
ings or under working conditions 
which are unsanitary, hazardous, or 
dangerous to his health and safety as 
determined under construction, safety, 
and health standards promulgated by 
the Secretary of Labor. These require- 
ments do not apply to the purchase of 
supplies or materials or articles ordi- 
narily available on the open market, 
or contracts for transportation or 
transmission of intelligence. 

(g) All negotiated contracts (except 
those of $10,000 or less) awarded by 
grantees shall include a provision to 
the effect that the grantee, HUD, the 
Comptroller General of the United 
States, or any of their duly authorized 
representatives, shail have access to 
all books, documents, papers, and rec- 
ords of the contractor which are di- 
rectly pertinent to a specific grant pro- 
gram for the purpose of making 
audits, examinations, excerpts, and 
transcriptions for a period of no less 
than three years after project compie- 
tion. 

(h) Contracts and subgrants of 
amounts in excess of $100,000 shall 
contain a provision which requires the 
recipient to agree to comply with all 
applicable standards, orders, or regula- 
tions issued pursuant to the Clean Air 
Act of 1970 (42 U.S.C. 1857 et seq.). 
Violations shall be reported to HUD 
and the regional office of the Environ- 
mental Protection Agency. 
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§ 571.509 Bonding and insurance require- 
ments. 


A Tribe receiving a grant under this 
Section for an activity which requires 
contracting for construction or Facili- 
ty improvement shall follow its own 
requirements relating to bid guaran- 
tees, performance bonds, and payment 
bonds except for contracts exceeding 
$100,000. For contracts exceeding 
$100,000 the minimum requirements 
shall be: 

(a) a bid guarantee from each bidder 
equivalent to five percent of the bid 
price. The “bid guarantee” shall con- 
sist of a firm commitment such as a 
bid bond, certified check or other ne- 
gotiable instrument accompanying a 
bid as assurance that the bidder will, 
upon acceptance of his bid, execute 
such contractual documents as may be 
required within the time specified; 

(b) a performance bond or other se- 
curity acceptable to HUD, such as a 
Letter of Credit or escrow, for an 
amount determined by HUD to be ade- 
quate for the protection of the inter- 
ests of the federal government; 

(c) a payment bond or other security 
acceptable to HUD, such as a Letter of 
Credit or escrow, for an amount deter- 
mined by HUD to be adequate for the 
protection of the interests of the Fed- 
eral government. 


§ 571.510 Audit. 


(a) The Secretary, the Comptroller 
General of the United States or any of 
their duly authorized representatives 
shall have access to all books, ac- 
counts, records, reports, files and 
other papers or property of recipients 
or their subgrantees and contractors 
pertaining to funds provided under 
this section for the purpose of making 
surveys, audits, examinations, ex- 
cerpts, and transcripts. 

(b) The recipient’s financial manage- 
ment systems shall provide for audits 
to be made by the recipient or at his 
direction, in accordance with HUD 
Audit Guidelines contained in HUD 
Handbook IG 6505.2, “Audit Guide 
and Standards for Community Devel- 
opment Block Grant Recipients”. 

(c) Only a final audit of the grant 
funds provided will be necessary: pro- 
vided, that the program period does 
not extend beyond two years. Should 
the program period extend beyond two 
years, an audit will be required not 
less frequently than once every two 
years. 

(d) HUD may waive the require- 
ments for a final audit. 

(e) The Secretary may undertake 
such further or additional audits as 
she finds necessary or appropriate. 


§ 571.511 Retention of records. 


Financial records, supporting docu- 
ments, statistical records, the environ- 


RULES AND REGULATIONS 


mental review records required by 24 
CFR Part 58 and all other records per- 
tinent to the grant program shall be 
retained by the recipient for a period 
of three years from the date of the 
submission of the performance report 
except as follows: 

(a) records that are the subject of 
audit findings shall be retained for 
three years or until such audit find- 
ings have been resolved, whichever is 


’ later; 


(b) records for nonexpended proper- 
ty which was acquired with Federal 
grant funds shail be retained for three 
years after the final disposition. 


§ 571.512 Grant close-out procedures. 


(a) Applicability. The policies and 
procedures contained in this Section 
apply to the closeout of grants made 
pursuant to this Part. Grants made to 
Indian Tribes in Fiscal Years 1975, 
1976 and 1977, pursuant to Subpart E 
of Part 570 (Discretionary Grants) 
shall be closed out in accordance with 
the policies and procedures set forth 
at 24 CFR 570.512. 

(b) Initiation of Closeout. HUD will 
advise the recipient to initiate closeout 
procedures when HUD determines, in 
consultation with the recipient, that 
there are no impediments to closeout 
and that the following criteria have 
been met or will be shortly; 

(1) all costs to be paid with grant 
funds have been incurred, with the ex- 
ception of. (i) closeouts costs such as 
payment for the final audit; and (ii) 
any unsettled third-party claims 
against the recipient. Costs are in- 
curred when goods and services are re- 
ceived and contract work is performed. 
With respect to activities (such as 
property rehabilitation) which are car- 
ried out by means of revolving loan ac- 
counts, loan guarantee accounts, or 
similar mechanisms, costs shall be con- 
sidered as incurred at the time funds 
for such activities are drawn from the 
recipient’s letter of credit and initially 
used for the purposes described in the 
approved Community Development 
Program; 

(2) the recipient has submitted a 
grantee performance report. If a per- 
formance report was previously sub- 
mitted with a subsequent grant appli- 
cation, as required by § 571.702, it shall 
be updated and resubmitted upon 
completion of the activities carried out 
with the discretionary grant; 

(3) other responsibilities of the re- 
cipient under the grant agreement, ap- 
plicable law and regulations appear to 
have been carried out satisfactorily, or 
there is no further Federal interest in 
keeping the grant agreement open for 
the purpose of securing performance, 
such as a good faith effort by the re- 
cipient to achieve its housing assist- 
ance plan goals for the grant period. A 
final review of the recipient’s compli- 


ance with the grant agreement, appli- 
cable law and regulations will be made 
during the final audit or HUD review 
in lieu of final audit pursuant to 
§ 571.512(g). 

(c) Program Income. Subject to the 
requirements of Paragraphs (d) and 
(e) of this Section, program income re- 
ceived subsequent to grant closeout 
may be treated by the recipient as mis- 
cellaneous revenue, the use of which is 
not governed by the provisions of this 
part: provided, the recipient has no 
other grant program under this part 
which is active at the time the first 
grant is closed out. If the recipient has 
another such grant program, the pro- 
gram income received subsequent to 
the grant closeout shall be treated as 
program income of the active grant 
program. 

(ad) Disposition of Tangible Personal 
Property. The recipient shall account 
for any tangible personal property ac- 
quired with grant funds in accordance 
with Attachment N of OMB Circular 
A-102, “Property Management Stand- 
ards.” 

(e) Disposition of Real Property. 
Proceeds derived after the grant close- 
out from the disposition of real prop- 
erty acquired with grant funds shall 
be subject to the program income re- 
quirements of Paragraph (c) of this 
section: provided, that where such 
income may be treated as miscella- 
neous revenue pursuant to Paragraph 
(c) of this section, it shall be used by 
the recipient for community develop- 
ment activities eligible under § 571.200 
to further the general purposes and 
objectives of the Act. The use of 
income subject to this provision is not 
governed by any other requirements 
of this Part. 

(f) Status of Housing Assistance 
Plan after Closeout. After closeout of a 
grant, the Housing Assistance Plan 
will remain in effect until one of the 
following occurs: 

(1) the recipient submits, and HUD 
approves, a revised Housing Assistance 
Plan. 

(2) three years elapse since the date 
of approval of the current Housing As- 
sistance Plan. 

(g) Audit. Upon notification from 
HUD to initiate closeout procedures, 
the recipient shall arrange for a final 
audit to be made of its grant accounts 
and records in accordance with HUD 
Handbook IG 5605.2, “Audit Guide 
and Standards for Community Devel- 
opment Block Grant Recipients,” 
§ 571.510, and any other audit require- 
ments of HUD hereafter in effect. 
HUD may determine that, due to the 
nature of the recipient’s program or 
the relatively small amount of funds 
which have not been audited, a final 
audit is not required. In such in- 
stances, HUD will notify the recipient 
that HUD will perform the necessary 
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reviews of documentation and activi- 
ties to determine that claimed costs 
are valid program expenses and that 
the recipient has met its other respon- 
sibilities under the grant agreement. 

ch) Certificate of Completion and 
Final Cost. Upon resolution of any 
findings of the final audit, or if the 
final audit is waived, after HUD has 
performed the review of documenta- 
tion described in paragraph (g) of this 
Section, the recipient shall prepare a 
certificate of completion and final 
cost, in a form prescribed by HUD, 
and submit it to the appropriate HUD 
Office. 

(i) Refund of Excess Grant Funds. 
The recipient shall refund tc HUD 
any cash advanced in excess of the 
final grant amount, as shown on the 
certificate of completion approved by 
HUD. 

(j) Termination of Grant for Mutual 
Convenience. Grant assistance pro- 
vided under this Part may be can- 
celled, in whole or in part, by HUD or 
the recipient, prior to the completion 
of the approved community develop- 
ment program, when both parties 
agree that the continuation of the pro- 
gram is infeasible or would not pro- 
duce beneficial results commensurate 
with the further expenditure of funds. 
HUD shall determine whether an envi- 
ronmental review of the cancellation is 
required, and if such review is re- 
quired, shall perform it pursuant to 
HUD Handbook 1390.1 and/or specific 
guidelines issued by the Secretary. 
The two parties shall agree upon the 
termination conditions, including the 
effective date and, in the case of par- 
tial terminations, the portion to be 
terminated. The recipient shall not 
incur new obligations for the terminat- 
ed portion after the effective date, and 
shall cancel as many outstanding obli- 
gations as possible. HUD shall allow 
full credit to the recipient for the non- 
cancelable obligations properly in- 
curred by the recipient in carrying out 
the program prior to termination. The 
closeout policies and procedures con- 
tained in this section shall apply in all 
such cases except where the total 
grant is cancelled in its entirety, in 
which event only the provisions of 
§ 571.512(h) and (i) shall apply. 


Subpart G—Other Program 
Requirements 


§$ 571.600 Nondiscrimination. 


A recipient shall comply with the 
provisions of Title II of Pub. L. 90-284 
(24 U.S.C. 1301—Commonly referred 
to as the Indian Civil Rights Act) in 
the administration of a program or ac- 
tivity funded in whole or part with 
funds made available under this Part. 
For purposes of this section, ‘“‘program 
or activity” is defined as any function 
conducted by an identifiable adminis- 
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trative unit of the recipient. “Funded 
in whole or in part with funds made 
available under this Part” means that 
community development funds in any 
amount in the form of grants proceeds 
from HUD guaranteed loans have 
been transferred by the recipient to an 
identifiable administrative unit and 
disbursed in a program or activity. 


§ 571.601 Relocation and acquisition 


(a) Relocation. (1) Title II of the 
Uniform Relocation Assistance and 
Real Property Acquisition Policies Act 
of 1970 (42 U.S.C. 4601), hereafter re- 
ferred to as the Uniform Act, and 
HUD implementing regulations at 24 
CFR Part 42 apply to the displace- 
ment of any family, individual, busi- 
ness, nonprofit organization, or farm 
operation that results from the acqui- 
sition of real property by a State 
agency (as that term is defined at 24 
CFR 42.20(s)) and which occurs on or 
after the date of submission of the ap- 
plication requesting the Federal assist- 
ance under this Part which is granted 
for an activity in connection with 
which the acquisition has been or will 
be undertaken. 

(2) With respect to other displace- 
ment-causing activities that are assist- 
ed under this Part but which are not 
within the purview of the Uniform 
Act, the following policies shall apply: 

(i) no occupant of a dwelling shall be 
required to move permanently from 
the dwelling, unless first given reason- 
able opportunity to relocate to a safe 
and habitable replacement dwelling at 
a monthly housing cost, including util- 
ities, that does not exceed 25 percent 
of his gross income; 

(ii) the recipient shall adopt a uni- 
form written policy for providing relo- 
cation payments and other assistance 
to ensure that displaced families and 
individuals obtain a safe and habitable 
replacement dwelling and that all per- 
sons, including families, individuals 
businesses, nonprofit organizations 
and farm operations, are reimbursed 
for all moving and related expenses, 
including utility hook-up and storage 
costs; 

(iii) all families, individuals, busi- 
nesses, nonprofit organizations, and 
farm operations to be displaced shall 
be provided advance information suffi- 
cient to enable them to fully under- 
stand the reason for their displace- 
ment and the relocation payments and 
other assistance to which they are en- 
titled under these regulations; 

(iv) in any case in which the occu- 
pant of a dwelling is required to relo- 
cate for a temporary period in order to 
permit rehabilitation or demolition, 
the temporary relocation shall not 
exceed 12 months in duration, a safe 
and habitable dwelling shall be availa- 
ble to the person for the period of the 
temporary relocation, and the recipi- 
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ent shall pay actual reasonable out-of- 
pocket expenses, including any moving 
costs or increase in monthly housing 
costs, incurred by the person in con- 
nection with the temporary relocation. 

(b) Real Property Acquisition. (1) 
Title III of the Uniform Act and HUD 
implementing regulations at 24 CFR 
Part 42 apply to any acquisition of 
real property by a State agency (as 
that term is defined at 24 CFR 
42.20(s)) that occurs on or after the 
date of the submission of the applica- 
tion requesting the Federal assistance 
under this Part which is granted for 
an activity in connection with which 
the acquisition is undertaken. It does 
not matter whether or not the acquisi- 
tion itself is federally assisted. 

(2) With respect to acquisitions for 
activities assisted under this Part that 
are not within the purview of the Uni- 
form Act, the following policies shall 
apply: 

(i) each property owner shall be 
given a written offer of the amount 
determined to be just compensation 
for the property. Just compensation 
shall be based upon one or more ap- 
praisals of the fair market value of the 
property as prepared by a qualified ap- 
praiser. However, this provision shall 
not prevent a person from donating 
real property if, prior to the donation, 
he has been fully informed of his right 
to receive just compensation; 

(ii) HUD may review any acquisition 
price established pursuant to Subdivi- 
sion (i) of this Subparagraph prior to 
compensation being paid to the seller. 
In any case in which the acquisition 
price exceeds the fair market value of 
the property, a justification for the 
payment shall be included in the ap- 
plicable case file. 


§ 571.602 Environment. 


(a) The recipient shall comply with 
the applicable provisions of 24 CFR 
Part 58. 

(b) Whenever the provisions of 
§ 571.607—National Flood Insurance 
Program—do not apply to recipients 
proposing development in flood prone 
areas, under this Part, the evaluation 
of potential or existing flood hazards 
in the areas for which acquisition or 
construction activities funded under 
this Section are proposed shall be a 
priority concern in any envircnmental 
assessment conducted by a recipient 
pursuant to the provisions of 24 CFR 
Part 58, E.O. 11988 (Flood Plain Man- 
agement) and E.O. 11990 (Protection 
of Wetlands). 


§ 571.603 Labor standards. 


(a) Unless waived by the Secretary 
pursuant to the provisions of this Sec- 
tion, or inapplicable pursuant to Para- 
graph (c) of this Section, all laborers 
and mechanics employed by contrac- 
tors or subcontractors on construction 
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work assisted under this Part shall be 
paid wages at rates not less than those 
prevailing on similar construction in 
the locality as determined by the Sec- 
retary of Labor in accordance with the 
Davis-Bacon Act, as amended (40 
U.S.C. 276a-276a-5), and shall receive 
overtime compensation in accordance 
with and subject to the provisions of 
the Contract Work Hours and Safety 
Standards Act (40 U.S.C. 327-333), and 
the contractors and subcontractors 
shall comply with all regulations 
issued pursuant to these Acts and with 
other applicable Federal laws and reg- 
ulations pertaining to labor standards. 
This section shall not apply to the re- 
habilitation of the residential property 
designed for the use of seven or fewer 
families. The Secretary of Labor has, 
with respect to the labor standards 
specified in this section, the authority 
and functions set forth in Reorganiza- 
tion Plan Number 14 of 1950 (5 U.S.C. 
133z-15) and section 2 of the Act of 
June 13, 1934, as amended (40 U.S.C. 
276c). 

(b) Labor Standards requirements as 
set forth in Paragraph (a) of this Sec- 
tion may be waived by the Secretary 
on a case-by-case basis. However, in no 
instance shall the wage paid be lower 
than the comparable wage paid on or 
near the reservation or Indian commu- 
nity as determined by the grantee. 
The criteria to be taken into consider- 
ation by HUD in evaluating a request 
for a waiver of the Labor Standards 
requirements set forth in Paragraph 
(a) of this section shall include the fol- 
lowing: 

(1) the effect that a waiver would 
have upon increasing the participation 
of Indian-owned firms in the program; 
and 

(2) the effect that a waiver would 
have upon increasing the probability 
that the grant funds provided would 
be sufficient to cover the construction 
costs of the project. Additional criteria 
may be developed by the HUD admin- 
istering office. If such criteria are de- 
veloped they must be provided to re- 
cipients of funds provided under this 
Part prior to decision on a waiver 
being made and they shall not be so 
narrowly written so as to effectively 
eliminate waiver possibilities. 

(c) Labor standards requirements set 
forth in Paragraph (a) of this Section 
shall not apply to force account con- 
struction activities funded under this 
Section. 


§ 571.604 Architectural 
1968. 


The Architectural Barriers Act of 
1968, 42 U.S.C. 4151, is applicable to 
assistance under this Part and re- 
quires that the design of any facility 
constructed with funds under this 
Part comply with the “American 
Standard Specification for Making 


Barriers Act of 
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Buildings and Facilities Accessible, 
and Usable, by the Physically Handi- 
capped,” No. A-117-1971 as modified 
(41 CFR Parts 101-19, 603). 


§ 571.605 Activities for which other Feder- 
al funds must be sought. 


A recipient may use community de- 
velopment funds for the provision of 
public services as described in 
§571.201(e) §571.201(0) for activities; 
or for flood or drainage facilities as de- 
scribed in § 571.201(1). provided, that: 

(a) the recipient has applied or in- 
quired in writing to the Federal 
agency or agencies, if any, which con- 
duct a program or programs most 
likely to meet the needs for which 
community development funds are 
being considered; 

(b) the recipient has received: 

(1) a written statement of rejection 
from such Federal agency, if any; 

(2) a written statement that funds 
cannot be made available for at least 
90 days after the request; or 

(3) no response from the Federal 
agency, if any, within a 90 day period 
from the date of application or in- 
quiry; and 

(c) the recipient has notified HUD of 
the results of the application or in- 
quiry and has received authorization 
from HUD to incur costs for such ac- 
tivities. 


§ 571.606 Hatch Act. 


Neither the Community Develop- 
ment Program nor the funds provided 
therefor, nor the personnel employed 
in the administration of the program 
shall be in any way or to any extent be 
engaged in the conduct of political ac- 
tivities in contravention of Chapter 15 
of Title 5, United States Code. 


§ 571.607 National Flood Insurance Pro- 
gram. 


The provisions of the Flood Disaster 
Protection Act of 1973 (42 U.S.C. 4001- 
4128 et seq.) and the regulations there- 
under (24 CFR Ch. X, Subchapter B) 
apply to assistance under this Part. 
Under that Act no Federal office or 
agency shall approve any financial as- 
sistance for acquisition or construction 
purposes as defined under Section 3(a) 
of said Act, on and after July 1, 1975 
(or one year after a community has 
been formally notified of its identifica- 
tion as a community containing an 


‘area of special flood hazard, whichever 


is later) for use in any area that has 
been identified by the Secretary of 
Housing and Urban Development as 
an area having special flood hazards, 
unless the community in which such 
area is situated is then participating in 
the National Flood Insurance Pro- 
gram. Notwithstanding the date of 
HUD approval of the recipients’ appli- 
cation, funds approved under this Part 
shall not be expended on or after July 


1, 1975, or one year after a community 
has been formally notified, whichever 
is later, for acquisition or construction 
purposes in an area identified by the 
Secretary as having special flood haz- 
ards which is located in a community 
not in compliance with the require- 
ments of the National Flood Insurance 
Program pursuant to Section 201(d) of 
said Act. The use of any funds pro- 
vided under this part for acquisition or 
construction purposes in identified 
special flood hazard areas shall be sub- 
ject to. the mandatory purchase of 
flood insurance requirements of Sec- 
tion 102(a) of said Act. 


§ 571.608 Clean Air Act and Federal Water 
Pollution Control Act. 


The recipient must comply with the 
provisions of the Clean Air Act, as 
amended (42 U.S.C. 1857 et seq.), and 
the Federal Water Pollution Control 
Act, as amended (33 U.S.C. 1251 et 
seq.) and the regulations thereunder 
(40 CFR Part 14 and 40 CFR Part 61). 


§ 571.609 Activities by non-profit entities, 
SBICs and local development corpora- 
tions [Reserved] 


§ 571.610 Lead-Based 
Prevention Act. 


The recipient must comply with the 
Department’s Lead-Based Paint Regu- 
lations (24 CFR Part 35) issued pursu- 
ant to the Lead-Based Paint Poisoning 
Prevention Act (42 U.S.C. 4831 et seq.) 
requiring prohibition of the use of 
lead-based paint, whenever assistance 
under this Part is used directly or indi- 
rectly by the recipient for construct- 
ing, rehabilitating, or modernizing 
residential structures; for eliminating 
immediate lead-based paint hazards in 
residential structures assisted under 
this Part; or for notifying purchasers 
and tenants of residential structures 
constructed prior to 1950 and assisted 
under this Part of the hazards of lead- 
based paint poisoning. 


Paint Poisoning 


§ 571.611 Property rehabilitation standard 
[Reserved] 


Subpart H—Program Management 


§ 571.700 General policies. 


(a) This Subpart sets forth the fol- 
lowing: 

(1) the operational program require- 
ments or standards against which the 
Secretary will evaluate the recipient’s 
performance; 

(2) the timing and basis of the Secre- 
tary’s review of an applicant’s or recip- 
ient’s performance; 

(3) the reports to be submitted to 
HUD and the records to be maintained 
by a recipient; 

(4) the corrective and remedial ac- 
tions available to the Secretary if pro- 
gram deficiencies or noncompliance 
are discovered. 
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(b) The objectives of the Secretary’s 
review of a recipient’s performance are 
to determine whether: 

(1) the recipient has carried out the 
Indian Community Development 
Block Grant Program substantially as 
described in its approved application; 

(2) the recipient has complied with 
the requirements of this Part and 
other applicable laws and regulations; 

(3) the recipient has an administra- 
tive capacity to carry out the approved 
Indian Community Development 
Block Grant Program in a timely 
manner. 


§ 571.701 Property management standards. 


(a) The standards governing the uti- 
lization and disposition of personal 
property acquired in whole or in part 
with funds provided under this Part 
by recipients are set forth in Attach- 
ment N, Paragraphs 2 and 4-6 of OMB 
Circular A-102. 

(b) The standards governing the uti- 
lization of real property acquired by 
recipients with funds provided under 
this Part are set forth in Paragraphs 3 
a and b of Attachment N of OMB Cir- 
cular A-102. The standards governing 
the disposition of this real property 
are set forth in §571.512(e) (Disposi- 
tion of Real Property). 


§ 571.702 Reports to be submitted by re- 
cipients. 


(a) General. Recipients will submit 
such reports, including litigation, fi- 
nancial management, relocation and 
acquisition reports, as the Secretary 
may require. 

(b) Performance report.—(1) Submis- 
sion. Each recipient shall submit a 
narrative performance report upon 
the completion of the activities carried 
out under this Part or upon submis- 
sion of a subsequent grant application 
whichever comes earlier; except that a 
recipient of a multi-year Comprehen- 
sive Grant shall submit a performance 
report annually at the end of its pro- 
gram year. This report shall contain 
the following: : 

(i) progress on approved projects and 
activities. The recipient shall indicate 
progress on each activity described in 
its approved application, each activity 
added by a HUD approved program 
amendment, and each activity added 
by a local program amendment; 

(ii) recipient assessment—the per- 
formance report must include the re- 
cipient’s assessment of*the effective- 
ness of the approved activities in meet- 
ing the objectives identified in the re- 
cipient’s application. 

(2) Listing of environmental reviews. 
The recipient shall indicate the nature 
and status of all environmental re- 
views required on projects or activities 
funded under this Part. 
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(3) Citizen participation. The recipi- 
ent shall indicate compliance with the 
standards set forth in § 571.705. 

(4) Housing assistance provided. If 
applicable, the performance report 
should indicate the progress made in 
achieving housing assistance goals set 
forth in the recipient’s most recently 
approved Housing Assistance Pian. 

(c) Status report. As part of the 
preapplication submitted for funding, 
each applicant who has previously re- 
ceived funds under this Part shall 
submit a narrative report describing 
the progress made on approved activi- 
ties. This report shall be brief and 
shall indicate the nature of the degree 
of completion attained and any sub- 
stantial deviation from the schedule 
for completion of the approved activi- 
ties. 


§ 571.703 Records to be maintained by re- 
cipient. 

(a) Financial management. Recipi- 
ents are to maintain records in accord- 
ance with OMB Circular A-102, At- 
tachment G, which adequately identi- 
fy the source and application of funds 
for grant-supported activities. These 
records shall contain information per- 
taining to grant awards and authoriza- 
tions, obligations, unobligated bal- 
ances, assets, liabilities, outlays and 
income. 

(b) Citizen participation. Recipients 
shall maintain records which will indi- 
cate the actions undertaken to comply 
with the citizen participation require- 
ments set forth in §571.305(e)(3)¢ii). 
These records shall include minutes of 
Tribal council meetings, a copy of the 


_written Citizen Participation Plan and 


other records indicating compliance 
with citizen participation require- 
ments. 

(c) Other resources. All recipients 
subject to the provisions of 
§ 571.305(b) (Community Development 
Program) are required to set forth a 
community development program 
which includes activities to be under- 
taken to meet identified community 
development needs and objectives and 
to indicate resources other than funds 
provided under this Part which are ex- 


. pected to be made available toward 


meeting identified needs and objec- 
tives. Records shall be maintained 
which indicate what amount of the re- 
sources identified in any previous ap- 
plication were actually provided for 
community development activities and 
for which activities they were used. 

(d) Relocation. The recipient shall 
maintain a record for each person or 
organization displaced as part of an 
activity funded under this Section. 
The records shall include information 
which indicates compliance with the 
standards set forth in § 571.601. 

(e) Acquisition. The recipient shall 
maintain records which document the 
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amount and basis for determination of 
the compensation paid for acquisitions 
funded under this Part. The records 
shall include information which indi- 
cates compliance with the standards 
set forth in § 571.601. 

(f{) Labor Standards. If applicable, 
recipients shall maintain records re- 
garding compliance of all contractors 
performing construction work using 
grant funds with the labor standards 
requirement set forth in § 571.603. 

(g) Unavailability of Other Federal 
Assistance. Recipients using funds pro- 
vided under this Part for the provision 
of public services as described in 
§571.201(0), or for the acquisition, 
construction, reconstruction, or instal- 
lation of flood and drainage facilities 
as described in § 571.201(1), shall main- 
tain records of compliance with the 
procedures set forth in § 571.605 indi- 
cating that assistance for such facili- 
ties under other Federal laws or pro- 
grams is unavailable. 

(h) Environment. Recipients shall 
prepare and maintain environmental 
review records as specified in 24 CFR 
Part 58 and as the Secretary may oth- 


- erwise require. 


(i) Equal Opportunity. (1) The re- 
cipient shall maintain records which 
document its compliance with the pro- 
visions of Title II of Pub. L. 90-284 (25 
U.S.C. 13a), commonly referred to as 
the Indian Civil Rights Act, in the ad- 
ministration of a program or activity 
funded in whole or part with funds 
made available under this Part. 

(2) The recipient shall maintain rec- 
ords which documents its compliance 
with the Indian Preferences Require- 
ments set forth in §571.507 of these 
regulations. 


§ 571.704 Secretarial review of recipient’s 
performance. 


(a) General Policy. The Secretary 
shall review the grantee’s performance 
against the standards set forth in 
§ 571.705 and on the basis of the docu- 
mentation set forth below. The Secre- 
tary’s review and determinations will 
serve as the basic assurance that 
grants are being used properly to 
achieve the objectives of this Part. 

(b) Basis of Review. In reviewing 
each recipient’s performance, the Sec- 
retary will consider all available evi- 
dence which may include, but need not 
be limited to the following: 

(1) the approved block grant applica- 
tion and any amendments thereto; 

(2) reports prepared by the recipient 
including the performance report de- 
scribed in § 571.702(b); 

(3) records maintained by the recipi- 
ent pursuant to § 571.703; 

(4) results of HUD’s monitoring of 
the recipient’s performance, including 
field evaluation of the quality of the 
work performed; 

(5) audit reports; 
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(6) records of drawdowns on the 
Letter of Credit; 

(7) records related to the provision 
of housing assistance; and 

(8) records of comments and com- 
plaints by citizens and organizations 
or litigation. 

(c) Timing of Review. (1) The Secre- 
tary may, either while grant funded 
activities are being undertaken or 
after they are completed, review, mon- 
itor and evaluate the recipient’s Com- 
munity Development Program. 

(2) The Secretary will review a recip- 
ient’s performance at least once prior 
to approval of a subsequent grant to 
the same recipient and, in the case of 
other recipients, prior to final close- 
out of the grant. 


§ 571.705 Performance standards. 


The following are the standards 
against which the Secretary may 
measure the performance of recipients 
in carrying out activities funded under 
this Part. 

(a) Relocation. With respect to dis- 
placement pursuant to § 571.601(a) the 
recipient has established operating 
procedures under which: 

(1) all displaced persons, businesses 
nonprofit organizations, and farm op- 
erations were provided sufficient in- 
formation so that they fully under- 
stood the reason for their displace- 
ment and the payments and assistance 
to which they were entitled; 

(2) all displaced families and individ- 
uals were provided assistance in ob- 
taining replacement housing of accept- 
able quality; 

(3) all displaced persons, businesses, 
nonprofit organizations and farm op- 
erations received all the relocation 
payments to which they were entitled 
pursuant to a written schedule of pay- 
ments and they received them in a 
prompt manner. 

(b) Acquisition. The real property 
acquisition policies of the recipient 
complied with the requirements set 
forth in § 571.601(b). 

(c) Equal Opportunity. (1) The re- 
,cipient has complied with the objec- 
tives of Title II of Pub. L. 90-284 (25 
U.S.C. 1301) in its administration of 
activities funded in whole or part 
under this Part. 

(d) Citizen Participation. Prior to 
the submission of an application for 
funding, the grantee has complied 
with citizen participation require- 
ments set forth in § 571.305(e)(3). 

(e) Substantial Progress. During the 
review scheduled in accordance with 
these regulations, the Secretary will 
assess a recipient’s performance to de- 
termine whether the recipient has 
made substantial progress in carrying 
out its approved program. 

(1) In the review of a recipient’s 
progress in carrying out approved ac- 
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tivities, such factors as the following 
will be taken into account: 

(i) expenditure of funds; 

(ii) obligation of funds; 

(iii) award of third party contracts; 
and 

(iv) other measures of progress in- 
cluding field evaluations of quality of 
work performed. 


In measuring a recipient’s progress, 
HUD will compare its progress with 
that of other recipients. No absolute 
standards will be established or en- 
forced. 

(2) HUD will review a recipient’s 
progress in achieving its stated hous- 
ing assistance goals. In reviewing this 
progress HUD will consider the extent 
to which actions under the control of 
the recipient have been taken to 
achieve the goals. 

(f) Conformance with Approved Pro- 


gram. HUD will review a recipient’s ° 


performance to determine whether 
the recipient conforms substantially to 
the Community Development Pro- 
gram described in the approved appli- 
cation including any amendments to 
this program approved by HUD. 

(1) This review may include whether 
any activities that were undertaken 
which were not included in the ap- 
proved Community Development Pro- 
gram are eligible under Subpart C of 
this Part, conform to the certification 
under §571.305, and are within 
amounts not requiring prior HUD ap- 
proval pursuant to § 571.305. 

(2) HUD’s review of activities will 
not include new determinations of eli- 
gibility, except where there is substan- 
tial evidence challenging the basis for 
the original finding of eligibility. 

Compliance. HUD will review a re- 
cipient’s performance to determine 
whether the program carried out com- 
plies with the requirements of the Act, 
this Part, and all applicable laws and 
regulations. 

(h) Administrative Capacity. HUD 
will review a recipient’s performance 
to determine whether the recipient 
has an administrative capacity to 
carry out the approved Community 
Development Program in a timely 
manner. The primary factors to be 
taken into consideration in this deter- 
mination are those factors described in 
Paragraphs (e), (f) and, (g) of this Sec- 
tion. 


§ 571.706 Corrective and remedial actions. 


(a) General. One or more of the cor- 
rective or remedial actions set forth in 
this Section and § 571.707 will be taken 
by the Secretary when she determines 
on the basis of review conducted in 
conformance with the provisions of 
§ 571.705 that: 

(1) The recipient has not carried out 
a Community Development Program 
substantially as described in its appli- 
cation; or 


(2) The Community Development 
Program did not comply with the re- 
quirements of this section and other 
applicable laws and regulations; or 

(3) The recipient does not have an 
administrative capacity to carry out 
the approved Community Develop- 
ment Program in a timely manner. 


In each instance, the action taken will 
be designed to first, prevent a continu- 
ance of the deficiency (lack of prog- 
ress, nonconformance, noncompliance, 
lack of administrative capacity); 
second, to mitigate any adverse effects 
or consequences of the deficiency to 
the extent possible under the circum- 
stances; and third, prevent a recur- 
rence of the same or similar deficien- 
cies. 

(b) Actions authorized. The follow- 
ing is a listing of actions that HUD 
may take in response to review of a re- 
cipient’s performance. Such actions 
may be taken either singly or in com- 
bination, as appropriate to the circum- 
stances; 

(1) request the recipient to submit 
additional information: 

(i) concerning the administrative, 
planning, budgeting, management and 
evaluation functions to determine any 
reasons for lack of progress; 

dii) explaining any actions being 
taken to correct or remove the causes 
for delay; 

(iii) documenting that activities un- 
dertaken were in conformance with 
the approved program or in compli- 
ance with applicable laws or regula- 
tions; or 

(iv) demonstrating that the recipient 
has an administrative capacity to 
carry out the approved program in a 
timely manner. 

(2) request the recipient to submit 
progress schedules for completing ap- 
proved activities; 

(3) issue a letter of warning that ad- 
vises the recipient of the deficiency 
and puts the recipient on notice that 
more serious sanctions will be taken if 
the deficiency is not corrected or is re- 
peated; 

(4) advise the recipient that a certifi- 
cation will no longer be acceptable and 
that additional information or assur- 
ances will be required; 

(5) advise the recipient to suspend, 
discontinue or not incur costs for the 
affected activity; 

(6) advise the recipient to reprogram 
funds from affected activities to other 
eligible activities: provided that such 
action shall not be taken in connection 
with any~ substantial violation of 
§ 571.602 and 24 CFR Part 58; 

(7) advise the recipient to reimburse 
the recipient’s program account or 
Letter of Credit in any amounts im- 
properly expended; 

(8) change the method of payment 
from a Letter of Credit basis to a reim- 
bursement basis; , 
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(9) condition the approval of any 
subsequent application if there is sub- 
stantial evidence of a lack of progress, 
nonconformance, noncompliance, or 
lack of a continuing capacity; or pur- 
suant to §571.103. In such cases, the 
reasons for the conditional approval 
and the actions necessary to remove 
the condition shall be specified, as pro- 
vided in § 571.306(e)(4). 


§ 571.707 
ance. 


(a) Secretarial referral to the Attor- 
ney General. The Secretary may, if 
she has reason to believe that a recipi- 
ent has failed to comply substantially 
with any provision of the Act, refer 
the matter to the Attorney General of 
the United States with a recommenda- 
. tion that an appropirate civil action be 
instituted. Upon such a referral the 
Attorney General may bring a civil 
action in any United States district 
court having venue thereof for such 
relief as may be appropriate, including 
an action to recover the amount of the 
assistance furnished under this Part 
which was not expended in accordance 
with it, or for mandatory or injunctive 
relief. The following regulations 
govern the procedure and practice re- 
quirements involving adjudications 
where the Secretary desires to take 
action requiring reasonable notice and 
opportunity for hearing. The regula- 
tions in this Part shall be liberally 
construed to secure just, expeditious, 
and efficient determination of the 
issues presented. The Administrative 
Procedure Act (5 U.S.C. 551 et seq.) 
where applicable shall be a guide in 
any situation not provided for or con- 
trolled by this Subpart but shall be 
liberally construed or relaxed when 
necessary. 

(b) Secretarial actions on payments. 
If the Secretary finds a recipient has 
failed to comply substantially with 
any provision of this Part, including 
the performance standards set forth in 
§ 571.705, she may undertake the fol- 
lowing provided her finding of failure 
to comply is made after reasonable 
“ notice and opportunity for hearing; 

(1) terminate payments to the recipi- 
ent; or 

(2) reduce payments to the recipient 
by an amount equal to the amount of 
such payments which were not ex- 
pended in accordance with this Part; 
or 

(3) limit the availability of payments 
to programs, projects or activities not 
affected by such failure to comply, 
provided, however, that the Secretary 
may on due notice revoke the recipi- 
ent’s Letter of Credit in whole or in 
part at any time after the initial find- 
ing of failure to comply, pending such 
hearing and a final decision of the De- 
partment, to the extent the Secretary 
determines such action necessary to 


Other remedies for noncompli- 
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preclude the further expenditure of 
funds for activities affected by such 
failure to comply. The following regu- 
lations govern the procedures and 
practice requirements involving adju- 
dications where the Secretary desires 
to take action requiring reasonable 
notice and opportunity for hearing. 
The regulations in this Part shall be 
liberally construed to secure just, ex- 
peditious, determination of the issues 
presented. The Administrative Proce- 
dure Act (5 U.S.C. 551 et seq.) where 
applicable shall be a guide in any situ- 
ation not provided for or controlled by 
this Subpart, but shall be liberally 
construed or relaxed when necessary. 

(c) (Reasonable notice and opportu- 
nity for hearing.) 

(1) Whenever the Secretary has 
reason to believe that a recipient has 
failed to comply substantially with 
any Section of the Act or of the provi- 
sions of this Part, and that termina- 
tion, reduction -or limiting the avail- 
ability of payments is required, she 
shall give reasonable notice and oppor- 
tunity of hearing to such recipient 
prior to the invocation of any sanction 
under the Act. 

(2) Except in proceedings involving 
willfulness or those in which the 
public interest requires otherwise, a 
proceeding under this Part will not be 
instituted until such facts or conduct 
which may warrant such action have 
been called to the attention of the 
chief executive officer of the recipient 
in writing and he has been accorded 
an opportunity to demonstrate or 
achieve compliance with the require- 
ments of the Act and of this Part. If 
the recipient fails to meet the require- 
ments of the Act and regulations 
within such reasonable time as may be 
specified by the Secretary, a proceed- 
ing shall be initiated. Such proceeding 
shall be instituted by the Secretary by 
a complaint which names the recipient 
as the respondent. 

(3) A complaint shall give a plain 
and concise description of the allega- 
tions which constitute the basis for 
the proceeding. A complaint shall be 
deemed sufficient if it fairly informs 
the respondent of the charges against 
it so that it is able to prepare a de- 
fense to the charges. Notification shall 
be given in the complaint as to the 
place and time within which the re- 
spondent shall file its answer, which 
time shall be not less than 30 days 
from the date of service of the com- 
plaint. The complaint shall also con- 
tain notice that a decision by default 
will be rendered against the respond- 
ent in the event it fails to file its 
answer as required. 

(4)4i) The complaint or a true copy 
thereof may be served upon the re- 
spondent registered or by certified 
mail, return receipt requested; or it 
may be served in any manner which 
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has been agreed to in writing by the 
respondent. Where the service is by 
certified mail, the return Postal Serv- 
ice receipt duly signed on behalf of 
the respondent shall be proof of serv- 
ice. 

(ii) Any paper other than the com- 
plaint may be served upon the re- 
spondent or upon its attorney of 
record by registered or certified mail, 
return receipt requested. Such mailing 
shall constitute complete service. 

(iii) Whenever the filing of a paper 
is required or permitted in connection 
with a proceeding under this Part, and 
the place of filing is not specified in 
this Subpart or by rule or order of the 
administrative law judge, the paper 
shall be filed with the Secretary, 
Washington, D.C. 20410. All papers 
shall be filed in duplicate. 

(iv) Motions and requests shall be 
filed with the designated administra- 
tive law judge, except that an applica- 
tion to extend the time for filing an 
answer shall be filed with the Secre- 
tary pursuant to § 571.707(c)(4)¢iii). 

(5)4i) The respondent’s answer shall 
be filed in writing within the time 
specified in the complaint, unless on 
application the time is extended by 
the Secretary. The _ respondent’s 
answer shall be filed in duplicate with 
the Secretary. 

(ii) The answer shall contain a state- 
ment of facts which constitute the 
grounds of defense, and it shall spe- 
cifically admit or deny each allegation 
set forth in the complaint, except that 
the respondent shall not deny a mate- 
rial allegation in the complaint which 
it knows to be true, nor shall a re- 
spondent state that it is without suffi- 
cient information to form a belief 
when in fact it possesses such informa- 
tion. The respondent may also state 
affirmatively special matters of de- 
fense. ; 

iii) Every allegation in the com- 
plaint, which is not denied in the 
answer shall be deemed to be admitted 
and may be considered as proved, and 
no further evidence in respect of such 
allegation need be adduced at a hear- 
ing. 

(iv) Failure to file an answer within 
the time prescribed in the complaint, 
except as the time for answer is ex- 
tended under §571.707(c)(5)(i), shall 
constitute an admission of the allega- 
tions of the complaint and a waiver of 
hearing, and the administrative law 
judge shall make his findings and deci- 
sion by default without a hearing or 
further procedure. 

(v) No reply to the respondent’s 
answer is required unless the adminis- 
trative law judge so requests. Other- 
wise, the Secretary may file a reply in 
her discretion, but in any event within 
10 days from her receipt of respon- 
dent’s answer. 
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Upon receipt of the answer by the 
Secretary or upon filing a reply if one 
is deemed necessary, or upon failure of 
the respondent to file an answer 
within the time prescribed in the com- 
plaint or as extended under 
§571.707(c)(5)(i), the complaint (and 
answer, if one is filed) shall be re- 
ferred to the administrative law judge. 
Where an answer has been filed, the 
administrative law judge shall set a 
time and piace for hearing and shall 
serve notice thereof upon the parties 
at least 15 days in advance of the 
hearing date. . 

(6)(i) If it appears to the Secretary 


that the respondent in its answer fal- . 


sely and in bad faith, denies a material 
allegation of fact in the complaint or 
states that it has no knowledge suffi- 
cient to form a belief, when in fact it 
does possess such information, or if it 
appears that the respondent has 
knowingly introduced false testimony 
during the proceedings, the Secretary 
may thereupon file supplemental 
charges against the respondent. Such 
supplemental charges may be tried 
with other charges in the case: pro- 
vided, the respondent is given due 
notice thereof and is afforded an op- 
portunity to prepare its defense there- 
to. 

(ii) In the case of variance between 
the allegations in a pleading and the 
evidence adduced in support of the 
pleading, the administrative law judge 
may order or authorize amendment of 
the pleading to conform to the evi- 
dence: provided, the party that would 
otherwise be prejudiced by the amend- 
ment is given reasonable opportunity 
to meet the allegation of the pleading 
as amended. The administrative law 
judge shall make findings on any issue 
presented by the pleadings as so 
amended. 

(iii) A respondent may appear in 
person through its chief executive of- 
ficer and must be represented by coun- 
sel. Respondent’s counsel may also 
appear as a witness in the proceeding. 
The Secretary shall be respresented 
by the General Counsel of HUD. 

(ad) Administrative law judge; 
powers—(1) An administrative law 
judge, appointed as provided by Sec- 
tion 11 of the Administrative Proce- 
dure Act (5 U.S.C. 3105), shall conduct 
proceedings upon complaints filed 
under this Subpart. 

(2) Among other powers provided by 
law, the administrative law judge’s au- 
thority, in connection with any pro- 
ceeding under this Subpart, shall in- 
clude authority to: 

(i) administer oaths and affirma- 
tions; 

(ii) making ruling upon motions and 
requests. Prior to the close of the 
hearing no appeal shall lie from any 
such ruling except, at the discretion of 
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the administrative law judge, in ex- 
traordinary circumstances; 

(iii) determine the time and place of 
hearing and regulate its course and 
conduct. In determining the place of 
hearing the administrative law judge 
may take into consideration the re- 
quests and convenience of the re- 
spondent or its counsel; 

(iv) adopt rules of procedure and 
modify the same from time to time as 
occasion requires for the orderly dis- 
position of proceedings; 

(v) rule upon offers of proof, receive 
relevant evidence, and examine wit- 
nesses; 

(vi) take or authorize the taking of 
dispositions; 

(vii) receive and consider oral or 
written arguments on facts of law; 

(viii) hold or provide for the holding 
of conferences for the settlement or 
simplication of the issues by consent 
of the parties; 

(ix) perform such acts and take such 
measures as are necessary or appropri- 
ate to the efficient conduct of any pro- 


ceeding; and 


(x) make initial findings and deci- 
sions. 

(e) Hearings. (1) The administrative 
law judge shall preside at the hearing 
on a complaint. Testimony of wit- 
nesses shall be given under oath or af- 
firmation. The hearing shall be steno- 
graphically recorded and transcribed. 
Hearings shall be conducted pursuant 
to section 7 of the Administrative Pro- 
cedure Act (5 U.S.C. 556). 

(2) If, after proper service and 
notice, a respondent fails to appear at 
the hearings, it shall be deemed to 
have waived the right to a hearing and 
the administrative law judge shall 
make his findings and decision against 
the respondent by default. 

(3) A respondent may waive the 
hearing by informing the administra- 
tive law judge, in writing on or before 
the date set for hearing, that it desires 
to waive the hearing. In such event 
the administrative law judge shall 
make his findings and decision based 
upon the pleadings before him. The 
decision shall plainly show that the re- 
spondent waived hearing. 

(4) The administrative law judge 
shall prior to or at the beginning of 
the hearing require that the parties 
attempt to arrive at such stipulations 
as will eliminate the necessity of 
taking evidence with respect to allega- 
tions of facts concerning which there 
is no substantial dispute. The adminis- 
trative law judge shall take similar 
action, where it appears appropriate, 
throughout the hearing and shall call 
and conduct any conferences which he 
deems advisable with a view to the 
simplification, clarification, and dispo- 
sition of any of the issues involved. 

(f) Evidence. (1) Any evidence which 
would be admissible under the rules of 


evidence governing proceedings in 
matters not involving trial by jury in 
the Courts of the United States, shall 
be admissible and controlling as far as 
possible: provided, that, the adminis- 
trative law judge may relax such rules 
in any hearing when in his judgment, 
such relaxation would not impair the’ 
rights of either party and would more 
speedily conclude the hearing, or 
would better serve the ends of justice. 
Evidence which is irrelevant, immate- 
rial and unduly repetitious shall be ex- 
cluded by the administrative law 
judge. ; 

(2) The deposition of any witness 
may be taken pursuant to § 571.707(g) 
and the deposition may be admitted. 

(3) Official documents, records and 
papers of a respondent shall be admis- 
sable as evidence without the produc- 
tion of the originial: provided, that 
such documents, records and papers 
are evidenced as the orginial by a copy 
attested to or identified by the chief 
executive officer of the respondent or 
the custodian of the document, and 
contain the seal of the respondent. 

(4) If any document, record, paper, 
or other tangible or material thing is 
introduced in evidence as an exhibit, 
the administrative law judge may au- 
thorize the withdrawal of the exhibit 
subject to any conditions he deems 
proper. An orginial document, paper, 
or record need not be introduced and a 
copy duly certified (pursuant to 
§ 571.707(£)(3)) shall be deemed suffi- 
cient. . 

(5) Except as requested by counse 
or the administrative law judge, oral 
or written objections to evidence shall 
be in short form, stating the grounds 
of objection relied upon, and the 
record shall not include subsequent ar- 
gument thereon, except as permitted 
by the administrative law judge. Rul- 
ings on such objections shall be a part 
of the record. No exception to the 
ruling is necessary to preserve the 
right of either party to the proceed- 
ing. 

(g) Depositions—(1) Depositions for 
use at a hearing may, with the written 
approval of the administrative law 
judge, be taken by either the Secre- 
tary or the respondent or their duly 
authorized representatives. Deposi-' 
tions may be taken upon oral or writ- ! 
ten interrogatories, upon not less than! 
15 days written notice to the other! 
party, before any officer duly author- ' 
ized to administer an oath for general ' 
purposes. Such written notice shall} 
state the names of the witnesses and: 
the time and place where the deposi- : 
tions are to be taken. The requirement : 
of. 15 days written notice may be! 
waived by the parties in writing, and | 
depositions may then be taken from 
the persons and at times and places 
mutually agreed to by the parties. 
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(2) When a deposition is taken upon 
written interrogatories, any cross-ex- 
amination shall be upon written inter- 
rogatories. Copies of such written in- 
terrogatories shall be served upon the 
other party with the notice, and copies 
of any written cross-interrogatories 
shall be mailed by first-class mail or 
delivered to the opposing party at 
least 10 days before the date of taking 
the depositions, unless the parties mu- 
tually agree otherwise. A party upon 
whose behalf a deposition is taken 
must file with the administrative law 
judge and serve one copy upon the op- 
posing party. Expenses in the report- 
ing of depositions shall be borne by 
the party at whose instance the depo- 
sition is taken. 

(h) Stenographic record; oath of re- 
porter; transcript—(1) A stenographic 
record shall be made of the testimony 
and proceedings, including stipulations 
and admissions of fact in all proceed- 
ings. Arguments of counsel may be 
heard on request. A transcript of the 
proceedings (and evidence) at the 
hearing shall be made in all cases. 

(2) The reporter making the steno- 
graphic record shall subscribe an oath 
before the administrative law judge, to 
be filed in the record of the case, that 
he will truly and correctly report the 
oral testimony and proceedings at 
such hearing and accurately transcribe 
the same to the best of his ability. 

(3) Copies of the transcript may be 
obtained from the reporter at rates 
not to exceed the actual cost of dupli- 
cation. Copies of exhibits introduced 
at the hearings or at the taking of de- 
positions will be supplied to the par- 
ties upon the payment of a reasonable 
fee (31 U.S.C. 483(a)). 

(i) Proposed findings and conclu- 
sions. Except in cases where a re- 
spondent has failed to appear to 
answer the complaint or has failed to 
appear at the hearing, or has waived 
the hearings, the administrative law 
judge, prior to making his initial deci- 
sion, shall afford the parties a reason- 
able opportunity to submit proposed 
findings and conclusions and support- 
ing reasons therefor. 

(j) Initial decision of the adminis- 
trative law judge. Within 30 days after 
the conclusion of a hearing, the ad- 
ministrative law judge shall make his 
initial decision. However, where pro- 
posed findings and conclusions are 
timely submitted by the parties, such 
decision shall be made within 30 days 
after receipt of the findings and con- 
clusions. The initial decision shall in- 
clude a statement of the findings of 
fact and the conclusions therefrom, as 
well as the reasons or basis therefor, 
upon all the material issues of fact, 
law or discretion preserved on the 
record, and may provide for one of the 
following orders: 
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(1) an order that the respondent’s 
payments be terminated, or 

(2) an order that the respondent’s 
payments be reduced, or 

(3) an order that the Secretary limit 
the availability of payments to activi- 
ties not affected by respondent’s fail- 
ure to comply, or 

(4) an order in favor of respondent. 
After reaching his initial decision the 
administrative law judge shall certify 
to the complete record, together with 
a certified copy of his initial decision, 
to the Secretary. The administrative 
law judge shall serve also a copy of the 
initial decision by certified mail to the 
chief executive officer of the respond- 
ent or to its attorney of record. 

(kK) What constitutes record. The 
transcript of testimony, pleadings and 
exhibits, all papers and requests filed 
in the proceeding together with all 
findings, decisions and orders, shall 
constitute the exclusive record in the 
matter. 

(1) Procedure on review of decision 
of administrative law judge—(1) 
Within 30 days from the date of the 
initial decision and order of the ad- 
ministrative law judge, the respondent 
may appeal to the Secretary and file 
his exceptions to the initial decision 
and his reasons therefor. The respond- 
ent shall transmit a copy of his appeal 
and reasons therefor to the HUD 
counsel who may, within 30 days from 
receipt of the respondent’s appeal, file 
a reply brief in opposition to the 
appeal. A copy of the reply brief, if 
one is filed, shall be transmitted to the 
respondent or its counsel of record. 
Upon the filing of an appeal and a 
reply brief, if any, the Secretary shall 
make the final agency decision on the 
record of the administrative law judge 
submitted to her. 

(2) In the absence of exceptions by 
the respondent within the time set 
forth in Paragraph (1)(1) of this Sec- 
tion or a review initiated by HUD 
counsel within 45 days after the initial 
decision, such initial decision of the 
administrativé law judge shall consti- 
tute the final decision of the Depart- 
ment. 

(m) Decision of the Secretary. On 
appeal from or review of the initial de- 
cision of the administrative law judge, 
the Secretary will make the final 
agency decision. In making her deci- 
sion the Secretary will review the 
record or such portions thereof as may 
be cited by the parties to permit limit- 
ing of the issues. The Secretary may 
affirm, modify, or revoke the findings 
and initial decision of the administra- 
tive law judge. A copy of the Secre- 
tary’s decision shall be transmitted im- 
mediately to the chief executive offi- 
cer of the respondent or its counsel of 
record. 

(n) Publicity of proceedings—(1) A 
proceeding conducted under this Sub- 
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part shall be open to the public and to 
elements of the news media provided 
that in the judgment of the adminis- 
trative law judge, the presence of the 
media does not detract from the deco- 
rum and dignity of the proceeding. 

(2) The record established in any 
proceeding conducted under this Sub- 
part shall be made available for in- 
spection by the public as provided for 
and in accordance with regulations of 
the Department of HUD pursuant to 
24 CFR Part 15. 

(3) The statement of findings and 
the initial decision of the administra- 
tive law judge in any proceedings, 
whether or not on appeal or review, 
shall be indexed and maintained by 
the Secretary and made available for 
inspection by the public at the public 
documents room of the Department. If 
practicable, the statement of findings 
and the decisions of the administrative 
law judge shall be published periodi- 
cally by the Department and offered 
for sale through the Superintendent 
of Documents. 

(4) Based on written advice from the 
Department of Justice that publicity 


“of the proceedings or public release of 


the record pursuant to Paragraph (n) 
(1), (2), and (3), of this Section would 
adversely affect criminal prosecution, 
the Secretary may deem the applica- 
bility of Paragraph (n) (1), (2), and (3) 
stayed. 

(o) Judicial review. 

(1) Actions taken under administra- 
tive proceedings pursuant to this Sub- 
part shall be subject to judicial review 
pursuant to Section 111(c) of the Act. 
If a respondent desires to appeal a de- 
cision of the administrative law judge 
which has become final, or a final 
order of the Secretary for review of 
appeal, to the U.S. Court of Appeals, 
as provided by law, the Secretary, 
upon prior notification of the filing of 
the petition for review, shall have pre- 
pared in triplicate, a complete tran- 
script of the record of the proceedings, 
and shall certify to the correctness of 
the record. The original certificate to- 
gether with the original record shall 
then be filed with the Court of Ap- 
peals which has jurisdiction. 

(2) Any recipient which receives the 
final agency decision of the termina- 
tion, reduction or limitation of pay- 
ments under this title may, within 
sixty days after receiving such notice, 
file with the United States Court of 
Appeals for the circuit in which such 
State is located, or in the United 
States Court of Appeals for the Dis- 
trict of Columbia, a petition for review 
of the Secretary’s action. The petition- 
er shall forthwith transmit copies of 
the petition to the Secretary and the 
Attorney General of the United 
States, who shall represent the Secre- 
tary in the litigation. 
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(3) The Secretary shall file in the 
court the record of the proceeding on 
which she based her action, as pro- 
vided in Section 2112 of Title 28, 
United States Code. No objection to 
the action of the Secretary shall be 
considered by the court unless such 
objection has been urged before the 
Secretary. 

(4) The court shall have jurisdiction 
to affirm or modify the action of the 
Secretary or to set it aside in whole or 
in part. The findings of fact by the 
Secretary, if supported by substantial 
evidence on the record considered as a 
whole, shall be conclusive. The court 
may order additional evidence to be 
taken by the Secretary, and to be 
made part of the record. The Secre- 
tary may modify her findings of fact, 
or make new findings, by reason of the 
new evidence so taken and filed with 
the court, and she shall also file such 
modified or new findings, which find- 


ings with respect to questions of fact 
shall be conclusive if supported by 
substantial evidence on the record 
considered as a whole, and shall also 
file her recommendations, if any, for 
the modification or setting aside of 
her original action. 

(5) Upon the filing of the record 
with the court, the jurisdiction of the 
court shall be exclusive and its judg- 
ment shall be final, except that such 
judgment shall be subject to review by 
the Supreme Court of the United 
States upon writ of certiorari or certi- 
fication as provided in Section 1254 of 
Title 28, United States Code. 


Issued at Washington, D.C., October 
31, 1978. 


ROBERT C. EMpry, Jr., 
Assistant Secretary for Commu- 
nity Planning and Develop- 
ment. . 


[FR Doc. 78-34647 Filed 12-14-78; 8:45 am] 
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